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Early skyscraper says goodbye. Pittsburgh’s 
Carnegie Building, built in 1895, was one of 
America’s very first skyscrapers. When it was 
recently dismantled, practically all of its 
structural steel framework was found to be 
in reusable condition... convincing evidence 
that U-S-’S Structural Steel provides a strong, 
durable backbone for any building. 


Going around in circles. Here you see a huge coil of stainless steel 
tubing being welded in a 15,000-gallon, stainless steel vessel which 
will be used by a leading pharmaceutical maker for the fermentation 
of penicillin. Corrosion-resistant, sanitary U-S’S Stainless Steel 
proves an ideal metal for a thousand vital jobs in almost every 
industry. Only steel can do so many jobs so well. 





: : Up she goes! When this final span of a new 
pedestrian overpass for the Romona Freeway 
in Los Angeles was ready to be erected, the 
busy Freeway was closed to traffic for 2 hours. 
This huge 136-foot section was hauled to the 
site by truck, then lifted by three cranes onto 
the concrete buttresses. United States Steel 
fabricated and erected it. 





Transporter for “Atomic Cannon.” Designed to transport the Army’s new 280 mm. gun, 
the T-10 Transporter is 84 feet long, yet can make right angle turns at city street corners 
where streets are only 28 feet wide. With its two independently-powered tractors, it can 
move forward, backward or sideways. The generator-powered gun, the Army’s largest 
caliber artillery piece having complete mobility, will fire either conventional or atomic 
shells. U.S. Steel furnishes carbon steel and a special alloy carriage steel for this equipment. 


For further information on any product shown in this advertisement, write United States Steel, 525 William Cad 
Penn Place, Pittsburgh, Pa. ‘a PS : 


U N | T E D S TAT E S S T E E L This trade-mark is your guide to quality steel 


AMERICAN BRIDGE . . AMERICAN STEEL & WIRE and CYCLONE FENCE . . COLUMBIA-GENEVA STEEL . . CONSOLIDATED WESTERN STEEL . . GERRARD STEEL STRAPPING . . NATIONAL TUBE 
OIL WELL SUPPLY . . TENNESSEE COAL & IRON . . UNITED STATES STEEL PRODUCTS . . UNITED STATES STEEL SUPPLY . Divisions of UNITED STATES STEEL CORPORATION, PITTSBURGH 
GUNNISON HOMES, INC. + UNION SUPPLY COMPANY + UNITED STATES STEEL EXPORT COMPANY + UNIVERSAL ATLAS CEMENT COMPANY 
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Time for a 
Checkup? 
Who knows, maybe it is. You get 


checkups on everything else — your 
health, the kids, your car. 









So why not your investments, too? 





After all, times change—and so do 
security values. The stocks you bought 
five years ago may have been just fine 
for your purposes then — but what 






about now? 











Maybe your objectives have changed. 








| Maybe other stocks offer far better 
opportunities. 







Maybe there are definite weak spots 
here and there in your portfolio. 






That’s why we think every investor 
should get a good financial checkup 
from time to time .. . find out just 
| What his investment program looks 
like to a practiced, impartial observer. 









And if you’d like to know what we 
think of the stocks you own, we'll be 
happy to tell you. 







Our Research Department will mail 
you an objective review of your present 
portfolio, give you all the facts they 
can about any particular stocks you 
may want to buy or sell, or prepare a 
complete investment program for any 

sum, any objective. 
















i 

|  There’s no charge for this service, 
| either. Whether you're a customer or 
' not. 










If you’d like an investment checkup, 
just write us a letter about your situa- 
| tion, You simply address— 













WaLTeR A. SCHOLL 
Department SF-27 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 104 Cities 












































































“What will the telephone 
be like 


when I grow up?” 


It’s hard to say, young fellow, 
but you can be sure there are 
great things ahead. 


Today we telephone from mov- 
ing automobiles, trains, airplanes 
and ships far out at sea. And 
radio microwaves beam tele- 
phone calls and television pro- 
grams from tower to tower across 
the country. 


The day is coming when you 
will be able to reach any tele- 
phone in the country simply by 
dialing a number. 


Perhaps some day in the future 


you may just speak the number 


into the transmitter and get your 
party automatically. 


BELL TELEPHONE SYSTEM 


The Best Possible Service 
at the Lowest Possible Cost 
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The Trend of Events 


AN UNPLEASANT DILEMMA... The deficit of $9.4 
billion for the fiscal year ended June 30, 1953 was 
considerably larger than expected and, from present 
indications, there will be another deficit amounting 
to some $6-$7 billion for the current fiscal year. This, 
of course, is a great disappointment to the Adminis- 
tration and the public alike. However, viewing the 
situation objectively, it must be admitted that there 
is very little that can be done to alter the dismal 
prospect of another whopping deficit. In other words, 
it looks as if it will be impossible to even come close 
to balancing the budget until fiscal 1954-1955, un- 
less, of course, the entire world picture changes 
radically in the near future permitting real slashes 
in budgetary requirements. 

In the meantime, it is now advisable to consider 
revision of the statutory limitation on the national 
debt which is $275 billion. At the close of the fiscal 
year June 30, the total debt was $266 billion. This 
will be raised immediately by some $6 billion and 
later on another $3-$3.5 billion will have to be found, 
putting the national debt at just about the statutory 
limit. While the total debt of approximately $275 
billion which will be outstand- 


In anticipation of this development, there is al- 
ready a movement afoot in Congress to enact legis- 
lation permitting the debt to rise to $285-$290 bil- 
lion. It is understandable that the Administration 
should regard this prospect with distaste, especially 
in view of last year’s campaign promises to balance 
the budget. Yet, it would be wise for the govern- 
ment to firmly grasp the horns of the dilemma in 
which it finds itself and expedite the necessary 
measures. If it states its case frankly, the people 
will understand and give its support, even though 
it finds another rise in the permissible debt bitter 
medicine in view of hopes which it had entertained 
that with the advent of a new Administration, a 
real start would be made in solving our financial 
problem. 


LOWER FARM INCOME... The crop disaster threat- 
ened in the Southwest and in some other important 
agricultural regions has naturally caused widespread 
concern. In fact, the situation has been highlighted 
by the President’s declaration of a disaster area in 
some of the more severly affected localities. While 





ing in a few months can be 
scaled down moderately 
through letting cash balances 
decline as tax receipts com- 
mence to mount early next 
year, it can be seen that no 
matter what maneuvering 
takes place by the Treasury, 
the debt is likely to remain 
fixed at a point comparatively 
close to the statutory limit. 





We recommend to the attention of our 
readers the analytical discussion of busi- 
mess trends contained in our column Ra 
“What’s Ahead for Business?” This portance. Thus, the Agricul- 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


this naturally portends local 
difficulties, the renewed de- 
cline in farm income generally 
has far greater national im- 


tural Department has reported 
that prices received for farm 
products have declined almost 
1% between mid-May and 
mid-June, resuming the slump 
that started last summer and 
interrupted (Cont. next page) 
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only twice, in March and May. An idea of the dimen- 
sions of the decline may be had from a comparison 
of the index of prices received. This is now 259% 
of the 1910-1914 average, used as a base, compared 
with 292% June 15, 1952 and the record high of 
313% February, 1946. 

Compared with these figures, the slight decline 
in the index of prices paid (costs) is quite unim- 
pressive. This figure now stands at 275, compared 
with 287 a year ago and the record high of 289 in 
May, 1952. Obviously, the disparity between prices 
received by farmers and their cost of operation has 
reached a point that gives concern as to the pur- 
chasing power of the farm dollar. This purchasing 
power is expressed by the ratio between prices 
received and costs and now stands at 94%, compared 
with 102% a year ago. In October, 1946, farm pur- 
chasing power as measured by this index was 122%. 

The generally unsatisfactory farm situation is 
reflected in the government’s enormous stockpiling 
of agricultural products, held by the Commodity 
Credit Corp. This has reached a figure of over $3.2 
billion and threatens to top $5 billion. The implica- 
tions of this huge over-hanging supply to farm prices 
are obvious; and unless the fundamental supply 
situation changes in the near future, it is difficult 
to see how the major downward trend in agricultural 
commodities can be materially arrested. 


NEW TIMES—NEW MEASURES... The remarkable 
growth of corporate bond financing since the end 
of World War II has been a feature of the invest- 
ment markets. As such, it has offered great contrast 
to the relative paucity of equity financing. Up to 
recently, of course, companies in need of capital 
were favored by abnormally low interest rates. How- 
ever, current higher rates and, in particular, the 
stringency of the money market may have the effect 
of slowing down new bond issues. There have been, 
in fact, several recent instances of postponement of 
contemplated issues because of unfavorable money 
market conditions. 

No doubt, the newer situation in financing arising 
from current credit conditions would normally have 
impelled corporations in need of funds to seek fresh 
capital to the greatest possible extent from their 
stockholders and the public, in general, through 
issues of new stock in place of bonds. Unfortunately, 
the condition of the stock market and the generally 
cautious attitude of investors does not facilitate such 
a method of financing. Hence, as a temporary ex- 
pedient it is probable that short-term corporate 
financing will increase either until the bond market 
is more settled, or the stock market exhibits greater 
strength than at present. 

This, of course, does not solve the problem for 
borrowing corporations but probably has the advan- 
tage at least of enabling the companies to postpone 
fundamental decisions on permanent financing until 
a more favorable opportunity presents itself. In this 
respect, the recent liberalization of reserve restric- 
tions by the Federal Reserve Board will tend mo- 
mentarily to be helpful in deepening the credit 
reservoirs for industry, although its prime purpose 
is to facilitate forthcoming new Treasury issues. 

It would appear that corporate financing is about 
to enter a transitional stage. No doubt many cor- 





porations will continue to finance through bonds, 
even at the prevailing higher rates, but others will 
soon be compelled to consider whether projects in 
view may have to be temporarily abandoned until a 
more accurate determination can be had of the long- 
term credit outlook. Where there is no other re- 
course, short-term financing on an increasing scale 
is likely to become more prevalent. 


COST-OF-LIVING ROPE TRICK ... The Consumer 
Price Index of the Bureau of Labor Statistics of the 
Department of Commerce—“cost-of-living” for short 
—refuses to decline in a period when wholesale prices 
are definitely falling. Since everything retail must 
have been wholesale just previously, this looks like 
the mythical Hindu trick where the magician climbs 
the rope and pulls it up after him. 

Wide use of the old and new indexes to fix wage 
rates in labor negotiations make this a matter of 
major importance, and close examination of the 
relationship and its causes well worth while. Such 
an examination clearly points to-three conclusions: 

1. The pattern of family expenditure in the 
lavish forties changed to such an extent 
that commodity price changes have less 
effect on consumers’ living costs. 

2. There is an inherent bias in the index cal- 
culations which makes them slow to reflect 
some reductions in household expenditures. 

3. Switching to the new index placed an un- 
fair burden on companies which had nego- 
tiated wage scales based on the old. 


The evidence on which those conclusions are based 
emerges as we consider exactly what was done when 
the old index was replaced by the new: 

Quantity weights—the amount the average con- 
sumer spends on each item in the index—were calcu- 
lated from a 91-city survey made by the BLS in 
1950. That was a year of abnormal investment in 
automobiles and other durables because of the fear 
that Korea would set off general war, and this sector 
of expenditure was scaled downward before compu- 
tation of the new index began in 1952. 

The samples were well chosen; families taken 
as typical had 3.3 members and average incomes of 
$4160 yearly, with no family earnings more than 
$10,000. It was discovered that the 1950 family’s 
outgo no longer fitted into the categories of food, 
rent, apparel, housefurnishings, fuel and miscel- 
laneous. New classifications were added of trans- 
portation, medical care, personal care, recreation 
and education, and “other goods and services.” 
“Rent” became “housing,” and was expanded to 
include the purchase price of a house, fuel, house- 
furnishings, household operation and home main- 
tenance. 

Transportation includes automobiles and public 
transportation; personal care indexes the price of 
barber and beauty shop service; recreation and edu- 
cation takes in radio and television; other goods and 
services include tobacco and liquor. 

The change from rent to housing was a drastic 
one. Rents, which used to consume more than 6 per 
cent of national income before the depression, 
slumped below 3 per cent in 1935. Their rise was 
halted short of 4 per cent by wartime controls, 
dropped back to 3 per cent (Please turn to page 478) 
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As 9 Seo GL! 


By E. D. KING 


SOME PLAIN FACTS ON TAXES 


l 

Wienin a few days, the fight over extension of the 
troublesome excess profits tax may have ended. Ram- 
bunctious Dan Reed, Chairman of the House Ways 
and Means Committee, will have gone down to defeat 
after a prolonged and bitter struggle and the em- 
battled Administration will have had its way. Now 
that the shooting is almost over, one may ask 
whether the Adminis- 
tration’s victory is as 
substantial as appears 
on surface. 

According to gov- 
ernment spokesmen, 
extension of the excess 
profits tax for six 
months will provide 
$800 million in rev- 
enues that otherwise 
would have been lost 
if the tax had been 
allowed to founder. If 
this indeed were the 
real measure of the 


“HABEAS CORPUS FROM ON HIGH!” 


the dramatic circumstances surrounding the intra- 
party tax fight has only served to obscure the funda- 
mental problem that still remains. This involves the 
foreclosing of some $7 billion (on an annual basis) 
in taxes next year when the emergency taxes written 
into the 1951 law automatically expire. These taxes 
are: (1) the final ending of EPT, now advanced to 
January 1 next, in- 
stead of dying June 30 
this year; (2) the 
scheduled cut of 11% 
in personal taxes, 
starting next January 
1; (3) the 5% reduc- 
tion in the regular cor- 
porate tax rate from 
52% to 47%, due 
April 1; and (4) re- 
ductions in excise 
taxes which had been 
increased in the 1951 
law and which were 
due next April 1. 





savings effected, the 
accomplishment would 
have been consider- 
able, especially in view 
of the Treasury’s acute 





As far as can be told 
at this time, only the 
end of the excess prof- 
its tax and the 11% 
cut in personal income 
taxes seems reason- 

















need for cash. How- 











ever, this is not the 
case. In order to win 
over opponents to ex- 
tension of the excess 
profits tax, Adminis- 
tration leaders had to 
agree not to increase 
the old-age security 
tax from 114% to 2% 
next January 1 as orig- 
inally envisaged. The 
difference in cash re- 











DAN REED'S 


WAYS & MEANS COMMITTEE ably assured for next 


January 1. Repeal of 
the others when due, 
though written into 
the statutes, seems 
highly debatable. As a 
matter of fact, the 
President in his mes- 
sage to Congress last 
May advocated a five- 
point tax program, of 
which the first two 








ceipts between the two 
figures accordingly 
amounts to about $500 
million. Since this is 
now to be lost, the 
actual net cash savings from extending the excess 
profits tax will, therefore, amount to only $300 
million instead of $800 million. 

Considering the comparatively small amount in- 
volved in extending E.P.T., it is unfortunate that 
the public has been allowed to think that the basic 
tax problem is on the verge of being solved. Actually, 
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points, extension of 
EPT until January 1 
and retention of the 
personal income tax in 
full to the same date, 
have presumably already met the approval of Con- 
gress. This leaves the other three points of his pro- 
gram-repeal of the scheduled 5% cut in corporate 
taxes, repeal of the scheduled cut in 1951 increase 
in excise taxes, and postponement for one year of 
the increase in old-age security tax from 114 to 2%— 
to be fulfilled. It would (Please turn to page 478) 
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What’s Wisest Policy for Investors Today? 


On balance, the market moved moderately higher over the past fortnight, with rails faring 


best. Barring news shocks, recovery may well go somewhat further this summer. However, 


expectations should be moderate. It remains a limited-swing market. Maintain previously 


advised reserves and emphasize close selectivity on individual stocks. 


By A. T. MILLER 


R ecovery tendencies in the stock market, 
dating from 1953 lows to date recorded by the 
Dow rail average on June 9, industrials on June 16 
and the utility average on June 22, were extended 
moderately over the last fortnight on the lowest 
average trading volume in some time. As the light 
volume suggests, most investors and traders are 
sticking to the sidelines, feeling no great urge either 
to buy or sell stocks at present. Modest as it is, 
however, the shift in the supply-demand balance is 
on the favorable side, as reflected in the chart on 
this page. 


The recovery is partly a technical rebound from 
an over-sold position established on the substantial 
spring decline, partly a psychological reversion from 
excess pessimism. It is probably aided by the normal 
summer-seasonal tendency, widely varying degrees 
of improvement in stock prices having developed in 
July or August or both in many more past years 
than not, despite some exceptions. The basis for a 
recovery phase was pointed out in our discussion a 
fortnight ago. 


Scope Of Recovery 





MEASURING MARKET SUPPORT 


SUPPLY OF STOCKS 


AS INDICATED BY TRANSACTIONS 
AT DECLINING PRICES 


DEMAND for STOCKS 


AS INDICATED BY TRANSACTIONS 
AT RISHNG PRICES 


" *TWE MARKET IS A TUG-OF-WAR... CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIOXS” 
THE MAGAZINE OF WALL STREET—1909 





MEASURING INVESTMENT AND SPECULATIVE DEMAND 


At last week’s best level, the volatile 
rail average had made up about 57% of 
the decline from its best prior level, the 
industrial average about 24%, the nor- 
mally sluggish utility average about 17%. 
Rails, although sharply vulnerable to 
eventual business recession because of 
high and rigid costs, and of leverage 
in capitalizations, have the benefit of 
300 strongly favorable year-to-year compari- 

sons of current earnings; and are not 
280 affected one way or the other by the EPT 
uncertainty which has continued up to 


320 


260 this writing, since few roads are subject 
even slightly to this levy. On the basis of 
240 earnings and market action, the average 


at least has a better chance of reaching 
a new high this summer, than have in- 
dustrials and utilities — which is not to 
say that there is any assurance at all 
that it will. 


220 
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T T T ' T l Utilities, as well as high-grade income 

M.W.S. 100 HIGH PRICED STOCKS stocks in general, should rally further, 

260 130 since the depressing rise in interest rates 
_ has terminated by relaxation of the Fed- 

ere aie HE _ pe “rachel, -gettoryery # policy anton 

ie e¢e “ot — —s o facilitate the heaviest Treasury defici 
24o _¢ $ are — 120 financing since World War II. However, 
eo, _— the moderate resultant improvement in 

“peoogee*? the bond market is not likely to go im- 

M.W.S. 100 LOW PRICED STOCKS portantly further at least in nearby 

220 r ! | dasa a5 te " L110 months, since that would invite long- 


term Treasury financing which is other- 
wise unlikely over the rest of this year. 
The relation of bond yields to stock yields 
is not likely to become as favorable, with- 
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in the presently foresee- 
able future, to utility 
stocks and income-indus- 
trials as it was earlier. 
Hence, although there is 


220 


leeway for more rally in = 
stocks of these types, and 
although selected issues | *° 
are among the best for 
conservative long-term in- | '%° 
vestment, money - market ia 


factors imply a ceiling wild 
over them, appreciably un- 
der earlier highs, for some 2:10 
time to come. 
The line of descending 260 
tops and bottoms main- 
tained by the industrial to 
average between early- 
January bull-market high 
of 293.79 and June low of 00 
262.88, suggests improb- 
ability of any close test of 
the major high this sum- 90 
mer. Formidable supply _ 
probably would be met 50 
around, if not below, the 
280 level, roughly the bot- 
tom of the initial January- 46 
February sell-off and the ; 
top of the April-May rally. ‘ 
: 

0 


p : JONES 
UTILITIES 


Volume N. Y. Stock 


The House may or may 
not have voted a six- 
months extension of EPT 
by the time you read this 
discussion. As a general 
market factor, this is of 
limited importance. Until 
near the end of May, the 
June 30 lapse of EPT was virtually taken for 
granted, yet the general direction of the market 
was, and for some time had been, downward. The 
rally from the June lows has developed with hopes 
for Ept relief greatly watered down. We conclude 
that Congressional action to extend the levy would 
not surprise or shock the market. On the other hand, 
failure of the drive for extension might well give 
some limited aid to selective summer recovery in 
stock prices. 

The chief restraining factors are skepticism about 
the continuation of present high business activity 
and the psychologically disturbing snarl we find our- 
selves in, in Korea, since nobody can foresee what 
the outcome may be. Otherwise, we could view with 
greater satisfaction Russia’s explosive troubles in 
East Europe. They could have more long-range sig- 
nificance for the world than the present Korean-truce 
impasse—and on the hopeful side. 

Business activity held close to the spring peak 
through June. It may be somewhat lower in the 
second half than in the first; but, since that has 
been widely expected, the chances for surprise are 
probably greatest on the favorable side. Some factors 
argue more for shrinkage in the forepart of 1954 
than earlier. For one thing, heavy Treasury deficit 
spending will be on the supporting side through the 
second half, whereas the reverse will be so next year. 
The workings of the Mills plan of corporate income 
tax collections assure this, quite aside from some 
probable progress in cutting Federal spending in 
the first half of 954. Under the Mills plan 80% of 
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corporate taxes on 1952 profits were payable in 
the first half of 1953, leaving only 20% for the 
current half; and next year 90% of taxes on 1953 
profits will be payable in the first half, probably 
producing a Treasury cash surplus for that period. 


Plant-Equipment Outlays 


For another thing, all indications to date suggest 
well-maintained outlays for new plant and equip- 
ment in the second half, with the chances for shrink- 
age probably greater after the year end than in the 
fourth quarter. Under the circumstances, important 
curtailment in employment, consumer income and 
spending might be deferred for some time. 

As we detailed a fortnight ago, this has long been 
a “market of moderation” in valuations, vields and 
price swings. Our thinking does not lean to any ex- 
treme either way, though a later test of the June 
lows needs to be allowed for. 

Too much emphasis should not be put on tenden- 
cies in “the averages.” Measured against the Janu- 
ary high, the industrial average is currently down 
about 8%. Large numbers of individual stocks are 
down from their highs, some made as far back as 
1951, by anywhere from 30% to 60%. Many are 
down less than the average. Some are higher now 
than in early January: for instance, Continental Can, 
American Tobacco, Rock Island, Reynolds Tobacco, 
General Foods, Southern Railway and others. While 
maintaining conservative reserves, as previously ad- 
vised, you should put most emphasis on quality of 
and prospects for individual issues.—Monday, July 6. 
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Capacity Now 
— What of the Future! 


By JAMES T. ROBERTS 


J October, 1952, the Department of Com- 
merce and the Securities and Exchange Commission 
conducted their periodic joint survey of business 
plans for plant and equipment expenditures in the 
coming year. The results were awaited with more 
than the usual interest, because at the time the sur- 
vey was made forecasts of a serious decline in capital 
goods demand were common, and economic theory 
itself suggested that a decline in capital goods could 
well precipitate a considerable recession in general 
business conditions. 

In fact, the uninhibited way in which U. S. busi- 
ness had been splurging on capital goods in the seven 
postwar years pointed ominously to the possibility 
of a sudden collapse of these demands. Particularly 
ominous was the fact that by the end of 1952 a sub- 
stantial part of the expansion induced by the post- 
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Korean accelerated amortization 
program would have been com- 
pleted. 

When the results of the survey 
were published, sighs of relief were 
audible in corporate executive of- 
fices, and in Washington corridors. 
The figures showed that business 
planned to spend less in 1953 than 
in 1952, but not much less—$26.3 
billion, against $26.5 billion. Gains 
in machinery, petroleum and public 
utilities almost offset the relatively 
large expected declines in steel and 
nonferrous metals, two major ben- 
eficiaries of accelerated amortiza- 
tion. 

Following their usual practice, the two agencies 
checked up again between mid-March and mid- 
February, and found that spending plans for 1953 
had risen from $26.3 billion to $27.0 billion, a new 
record roughly 3% above 1952. In the new survey, 
paper and chemicals producers had also raised their 
sights above 1952. 


Still Higher Estimates 


The agencies checked again in May, six weeks 
after truce talks had injected new doubts into the 
short-term business picture, and after the altered 
policies of the Federal Reserve had driven long-term 
borrowing costs to their highest levels of the postwar 
period. This time reported spending plans for 1953 
were evidently well above $27 billion. The agencies 
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_ tinkered with a newly developed seasonal adjust- 
- ment, and came up with the cheerful conclusion that 
- at mid-1953 the annual spending rate would be close 


to $28.5 billion. What was viewed as one of the weak- 
est sectors of business for 1953 began to look like 
one of the strongest. And apologists for the ‘“over- 
capacity” theory of imminent decline were tempo- 
rarily left without a statistical leg to stand on. 
Reviewing this recent favorable news is not to 
deny that postwar expansion in American business 
has been impressive; that it has resulted in a pro- 
nounced rise in actual and potential supply, and that 
it provides altogether reasonable grounds for hesita- 
tion about the short-term future of industries de- 
pendent upon industrial expansion for their markets. 
If current anticipations for plant and equipment 
expenditures are fulfilled, by year-end corporate 
business will have spent over $150 billion in capital 
outlays. And that figure is in contemporary dollars. 
In 1953 dollars the figure would be substantially 
higher—not much less than the total value of one 
year’s output of all goods, capital and consumer, at 
today’s hyper-stimulated production rate. Moreover, 
capital outlays have, in the postwar years, run at 
about 214 times the rate of depreciation allowances. 
This suggests a gigantic expansion of the nation’s 
physical capacity to produce goods, and it is on this 
aspect of the capital goods boom that the attention 
of analysts has been concentrated. Explanation of 
the current rate of capital goods spending, and fore- 
casts of its future course, have generally been framed 
in terms of a series of questions related to the phy- 
sical capacity of U. S. industry. How much capacity 
does the U.S. have? How much is it using now? How 
fast is capacity growing? How much is too much? 
It may come as no revelation to the reader that 
there are no very complete answers to these ques- 
tions. Part of the reason for the dearth of answers 
is a corresponding dearth of dependable statistics 
bearing on capacitv. But another reason is that the 
concept of physical capacity itself is fuzzy, and in 
most industries it is not particularly or closely rele- 
vant to the course of capital outlays. It may be useful 
in certain industries where products are undifferen- 
tiated, and there is no near substitute. (Steel ingot 
production may be an example.) It is less useful 
when it is applied to an industry producing a com- 
pound and highly differentiated product such as auto- 
mobiles, or one, such as aluminum or copper, which 
is a near substitute for another product. And in all 
industries, capacity — effective economic capacity — 
may not be a physical limit, but a matter of profits, 
prices, seasonal pattern, labor agreements, or a host 
of other elements that enter into the determination 
of feasible operating rates. The difficulty with relat- 
ing capacity to expansion is apparent when it is 
realized that all industries have in the past expanded 
vigorously even when they were operating at sub- 
stantially below presumptive capacity levels. 


Some Complicating Factors 


The complex relationships that prevail between 
existing levels of output, existing capacity, costs and 
plans to invest in new capital facilities can be illus- 
trated readily enough. 

The steel industry is now operating at theoretical 
capacity—it reports, weekly, an operating rate in 
the neighborhood of 100%, as it has since the end 
of the steel strike. But since the steel strike, well 
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over a million tons (annual rate) of steel capacity 
has been dismantled, presumably because of excessive 
operating costs and maintenance. 

Producers of lead and zinc did not have enough 
capacity a year ago. Now, with very little change in 
domestic capacity or domestic demand, they have 
“too much” capacity. Reason: their capacity was 
spread over a wide range of unit cost. As the prices 
of lead and zinc declined because of a rise in foreign 
supply, the amount of capacity that could be used 
at a profit shrank. The high-cost capacity continues 
in existence, unused, but the industry continues an 
intensive search for new low-cost deposits it can 
develop, and will doubtless spend large sums develop- 
ing them when they find them. 

Aluminum capacity continues to climb at a rapid 
rate, and the industry is operating at reported theo- 
retical capacity. Despite rising production costs, the 
industry has maintained the price line. Reason: it 
is banking on its price advantage over certain com- 
petitors—copper, stainless steel, among others — to 
maintain a sharp upward trend in its market. At a 

higher price, the industry might have too much 
capacity right now. At the current price, it hopes to 
continue expanding indefinitely. 

The paper industry has been reporting a rate of 
capacity well below 100% in recent quarters. But 
the industry will spend more for expansion in 1953 
than in 1952. Reason: profits are good, and paper 
products are increasingly competing with other 
materials. 
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Expansion and Replacement 


Relating capacity to capital outlays implies some- 
thing concerning how much of capital outlays actu- 
ally increases capacity, and how much merely replaces 
existing uneconomic capacity. Efforts to divide cap- 
ital spending into expansion and replacement can not 
be very precise, but what evidence there is suggests 
that the replacement role of the postwar boom has 
been very considerable, and in fact has been the 
dominant element in capital outlays since mid-1951. 
A recent survey found that 57% of planned expendi- 
tures for capital goods in 1953 is going for “mod- 
ernization,” rather than “expansion.” And this esti- 
mate appears to be minimal; other estimates run 
between 70% and 80%. 

One factor tending to confuse results in this sector 
is the widely recognized proposition that current de- 
preciation allowances, being based on original book 
value, seriously understate the true depreciation of 
facilities during the postwar years, in terms of their 
replacement cost. One recent study relating capital 
outlays to their long-term trend concluded that 80% 
of current expenditures arise from the requirement 
of replacing worn-out facilities, even though depreci- 
ation allowances are running less than 50% of 
capital expenditures. This implies that depreciation 
allowances understate actual consumption of capital 
stock by something like 60%, a figure which is fairly 
representative of estimates in this field. A recent 
Department of Commerce study concludes that equip- 
ment purchased now averages about 80% more in 
cost than the equipment currently being discarded. 
The same study finds that actual exhaustion of busi- 
ness equipment accounts for about 75% of the cur- 
rent rate of capital outlays. A similar study, by a 
private agency, found that as much as $23 billion 
of the $28 billion now being spent annually for new 
equipment is replacing equipment worn out in use, 






































Expenditures on New Plant and Equipment 
(MILLIONS OF DOLLARS) 
1953 
| Jan.- Apr.- July- 
Mar. June Sept. Hy 
Manufacturing ........... Pictucs .. 2,747 3,241 3,238 
Durable goods industries... 1,319 1,486 1,486 
Primary iron and steel See)! 371 349 
Primary nonferrous metals... 129 144 140 
Fabricated metal products........... 94 94 104 
Electrical machinery and equipment 82 105 121 
Machinery except electrical. ......... 198 251 229 
Transportation equipment luding 
DN RNS nooo <e5scseccccacss. chs; 43 48 52 
Stone, clay and Glass products.......... 65 69 ies 
Other durable goods ......................... 182 196 182 
Nondurable goods industries ................ 1,428 1,754 1,752 
Food and kindred products ................ 120 133 128 
IID rte oes ss cr sy cypi us sdabseosvaeess 82 74 67 
Textile mill products .............. AS 83 70 62 
Paper and allied products.......... 82 107 115 | 
Chemicals and allied products .. 373 468 464 
Petroleum and coal products...... » Mes2 759 775 
Rubber products 200.2... 30 35 32 
Other nondurable goods .................. 105 108 107 
cece, TE Eee ne ae are 199 223 227 
NO soon te, eds, 310 411_—S 330 
Transportation, other than rail................. 311 344 352 
PRIS MUI: 5 2665s. 5-5pcrs ceckvncessicesss ceswnassdeetas 904 1,216 1,205 
Commercial and other ......................0...0000 1,675 1,810 1,736 |i 
BP a oiatscicos 3s eaten apts 6,147 7,244 7,088 
Source: Dept. of Commerce, Securities and Exchange Commission. 














or destroyed by accident, and that the excess of ex- 
penditures over exhaustion is resulting in an expan- 
sion of the total stock of producers’ equipment at a 
rate of little more than 2% per year. 

However, the latter figure is not typical of esti- 
mates of the rate of capacity increase. These esti- 
mates cover a wide range, but they point in general 
to a cumulative increase of over 100% since late 
prewar years. On the other hand, estimates of the 


rate of increase in the output of these facilities range é 
from 50% to 100%, with very wide differences —E 


among industries. 

These figures, rough as they are, suggest two con- 
clusions. There has been a substantial increase in 
physical capacity since pre-war; and, the great bulk 
of American industry is not now operating at a 
physical capacity limitation. These conclusions in 
turn suggest that if “too little’ capacity is not the 
only spur behind current capital outlays, then “too 
much” capacity is not the clear and imminent threat 
it has been thought to be. This makes a point that 
needs making if the current situation of capital goods 
industries is to be appreciated. The fundamental 
business forces can be measured not in tons, pounds, 
or percents of capacity, but only in dollars. The clue 
to the reasons for the current high level of capital 
expenditures, and their prospective future course, is 
apt to lie not so much in the physical utilization of 
capacity, but in the financial statements of corpora- 
tions themselves, in the relationships they reveal be- 
tween costs, profits, and availability of funds. It 
would not be surprising, in this light, to find steel 
companies spending large sums on capital equipment 
at the same time that the steel operating rate is slid- 
ing off to 90% or below. 


The Important Questions 


The real questions in analysis of capital goods 
markets are: Do current profits provide enough in- 
centive to maintain the current rate of capital out- 
lays? Do current profits, depreciation allowances, 
and the condition of securities markets promise suf- 
ficient cash to maintain spending plans? Finally, do 
current and prospective markets provide enough 
business, at high enough prices, to maintain profits? 

With regard to the first of these questions, the 
answer seems to be in the affirmative. Between the 
second quarter of 1952 and the second quarter of 
19538, corporate profits rates advanced markedly, and 
so did retained earnings. This improvement in profits 
was apparently responsible for the pronounced up- 
ward shift in capital spending plans noted earlier, 
and the fact that these plans were revised upward s0 
responsively suggests that they are in a normal rela- 
tion to earnings. (Corporate tax reduction would, 
= i provide the stimulus for a further upward 
shift. 

The answer to the second question—the availability 
of funds to finance high-level expenditures—is less 
clear. Until 1951, corporate capital outlays ran in 
close accord with the volume of funds becoming 
available through internal sources — retained earn- 
ings, and depreciation allowances. In 1951 and 1952, 
declines in retained earnings offset further rises in 
depreciation allowances, and internal funds fell be- 
hind the accelerating rate of capital outlays. As 4 
result, corporations were required to seek funds in 
securities markets in increasing volume. 

In 1951 and 1952, borrowing costs, while rising, 
were still quite low by (Please turn to page 475) 
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War II. For that 
reason alone they 
should have been 
more vulnerable 
to general market 
weakness than 
proved to be the 
case. A few il- 
lustrations will 
suffice to show 
what is meant. 
Thus, duPont re- 
acted during the 
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six-months period 
from only 96 to 


ta 93 and continued 
; in to show impres- 
the sive strength 
‘too throughout des- 
reat pite the fact that 
shat it has been sell- 
ods ing in an area 
ntal roughly double 
ids, that of a few 
clue years ago. An- 
ital other example of 
2, is recent market 
1 of steadiness in the 
; Outlook f mora 
nounced softness 
it U O O O r in the general list 
teel is Sears, Roebuck. 
“4 At the end of the 
“| 39 LEADING STOCKS = ®t 
this stock is still 
selling at — 
the price of last 
4 ; ‘y year’s close not- 
od — Based on Market Action in First Half of 1953 er ee 
‘ oye this represents 
and the Fundamental Position and Prospects sheokthe areas 
e's i price in history. 
¥ for the Individual Companies This is certainly 
agh a a 
ts? market perform- 
i ance considering 
ce By J. C. CLIFFORD the poor action of 
of be — a 
et. Another il- 
ae ie a background of declining prices in lustration of good market action is General Electric. 
up- stocks, the action of the leading stocks during the This stock at its recent price of around 70 is within 
‘er, first half of the year has been full of surprises. One’ two points of the record high of 72 made earlier this 
1 80 might have imagined that the wide scope of the year. Such market action, of course, is outstanding. 
alg. recent sharp market decline would have had a pro- Other examples of good market action can be found 
ald, portionate effect on the leaders but as the accom- in the accompanying table, although most of them 
ardj Panying table shows, this was not the case. Of the are not as spectacular as those mentioned in the pre- 
39 leading stocks listed, the great majority either ceding paragraph. Among additional stocks that can 
lity} held fast or declined quite moderately. It is true be said to have given a relatively good account of 
less} that there were a few large losers, such as Chrysler, themselves in the first half of 1953 are: Aluminum 
in with 24 points, American Viscose 17 points, Texas Co. of America, Corn Products, General Foods, Mont- 
ing Gulf Sulphur 20 points and Kennecott and Johns gomery Ward, National Dairy, Pullman, and West- 
rn. Manville, 13 points apiece, but these were exceptional inghouse. Several issues listed among the 40 leaders 
52, cases. It may be stated therefore that on the whole actually went against the trend and advanced. Among 
in the action of the market leaders was extremely im- them were: American Tobacco, General American 
be- pressive, taking the six months period from Decem- Transport and Liggett & Myers. 
ga ber 31, 1952 to June 30, 1953 with a strong reaction The action of the stock market leaders is signficant 
in at the end of this period as a basis of comparison. as offering a clue to the economic outlook. No doubt 
The performance is all the more remarkable when the now somewhat lower level for the market leaders, 
ng, it is considered that this group of stocks, in particu- (See tables on pages 482, 483—then please 
75) lar, had the widest advances since the end of World turn to page 476) 
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Leading Stocks Compared—Price and Yield Changes (1952 Closing to June 30, 1953 ) 
Total Total Total 1953 Div. Yield 
Earnings Retained _ Dividends Dividend Ist Indicated Market Based on 
Per Earnings PerShare 1952 1952 Yield at Quarter Current Price June 30 
Share Per Share 1946-1952 Closing Dividend Close of Earnings Dividend June 30 Closing 
1946-1952 1946-1952 Price* Paid 1952 Per Share for 1953 1953* — Price COMMENTS 
Allied Chemical ........ $28.00 $10.00 $18.00 77 $ 3.00 3.9% $1.16 $ 3.00 67 4.5% Negative market action; near-term 
B market possibilities not impressive 
but long-term holdings on growth 
outlook should not be disturbed. 
Alum. Co. of Amer... 22.96 15.09 7.87 47 1.50 3.2 1.29 1.60 45 3.5 Stock still well supported at higher 
A levels which may be pierced on 
basis of strong uprush in earnings 
and amortization write-off. 
American Can 15.60 8.34 7.26 35 1.26 3.6 52 1.40 34 4.1 Stock has held extremely well 
throughout first half but is selling 
A adequately in view of low yield. 
American Tel. & Tel. 69.91 6.91 63.00 159 9.00 5.6 2.89 9.00 153 5.9 Has held quite well in view of con- 
tinued dilution from convertibles. 
A The good dividend not yet fully 
discounted. 
American Tobacco 44.67 18.17 26.50 65 4.00 6.1 97 4.00 74 5.4 One of the few important equities 
to sell higher than close of 1952. 
A Attractive for longer pull. 
‘ee f 13.75 - Salen igs —— => - Severe decline reflects difficulties in 
American Viscose 36.65 22.90 13.75 60 2.50 4.1 84 2.00 43 4.6 jaan. Mele tae wae yer 
. reached point of market stability. 
Atch., Top. & Santa Fe 78.79 49.04 29.75 101 5.75 57 3.73 6.00 92 6.5 Has held reasonably well and any | 
general strength in rails would be | 
4 quickly reflected in this isve. | 
Bethlehem Steel 59.33 38.43 20.90 55 4.00 rhe | 3.06 4.00 50 8.0 Comperatively sluggish market 
B action probably reflects feeling | 
that maximum profits have been 
reached for industry. | 
Chrysler 68.25 31.38 36.87 96 6.00 6.2 2.81 6.00 71 8.5 Wide decline and comparatively | 
poor support indicates doubt over 
B t bile prospects last half. | 
Corn Products 37.49 13.89 23.60 69 3.60 5.2 1.25 3.60 70 5.1 Impressive stability in face of gen- | 
eral market decline reflects pros- 
A pects for higher earnings. | 
Douglas Aircraft 32.03 9.54 22.49 62 3.75 6.0 3.66 3.75 63 6.0 Technical positi ffected by | 
weakness in market generally. | 
A Final end of EPT would boost earn- | 
ings materially and provide basis 
for higher price. | 
Du Pont 28.54 6.51 22,03 96 3.55 3.7 1.19 3.55 94 3.8 Hos held exceptionally well de- 
spite prolonged rise of recent 
A years. However, not too much im- 
mediate appeal at current levels. 
Eastman Kodak 20.21 8.66 11.55 44 1.80! 4.1 59 1.80! 41 4.4 Stock has held fairly well but cur- 
rent situation does not indicate 
8 basis for early rise. Long-term 
future entirely sound. 
Gen. Amer. Transp. 38.18 16.68 21.50 62 3.50 5.6 1.60 3.75 67 5.6 Stock has lost part of gain since 
year-end but has support through 
A split-up. Excellent earnings outlook. 
General Electric 29.50 12.95 1655 72 3.00 4.1 1.59 3.00 71 4.2 Has held ly well, outstand 
ing in this respect. Stronger general 
A market would quickly see this stock 
in new high ground. 
General Foods 27.95 12.45 15.50 53 2.40 4.5 1.57- 2.65 53 5.0 Has held well throughout half 
year. Strong increase in earnings 
A probable and higher level for 
stock. 
General Motors 37.47 14.60 22.87 69 4.00 5.8 1.70 4.00 59 6.8 Has slumped despite high indicated 
“ first half earnings, probably in 
anticipation of lower second half. 
Goodrich (B. F.) Co. 45.40 31.27 14.13 77 2.65 3.4 1.94 3.00 67 45 In common with other rubbers, has 
been in reactionary phase. Despite 
B favorable earnings, resumption of 
former rise not likely in near term. 
Gulf Oil 36.77 24.78 11.99 50 2.00! 4.0 ie 2.00 44 4.5 Steck nearing an attractive level { 
. for long-term investment. Imme- 
diate outlook affected by indeter- 
minate market action of oils. 
Internat. Harvester 25.78 13.92 11.86 32 2.00 6.2 1.00? 2.00 27° 9A — shows signs of pnt Bes 
of long liq g nt. Price 
B should be supported by fair divi- 
dend coverage. 
International Nickel 20.00 5.20 14.80 46 2.60 5.6 1.04 2.60 41 6.3 Stock has reacted in sympathy with 
B other metals but favorable posi- 
tion of company would indicate 
tase for renewed strength. 
(N.A.)—Not available. A—Market action favorable. 
1_Plus stock, not included in yield. B—Market action inconclusive. 
2—4th Quarter, March 31, fiscal year. 
%—Quarter ending April 30. *—Approximate prices given in round figures. | 
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Earnings Retained Dividends 
Per Earnings PerShare 1952 


1946-1952 1946-1952 Price* 


1952 
Share Per Share 1946-1952 Closing Dividend 


Paid 


| Leading Stocks Compared—Price and Yield C 
Total Total Total 1953 Div. Yield 


Dividend 

Yield at 

Close of 
1952 


Ist Indicated Market Based on 
Quarter Current Price June 30 
Earnings Dividend June 30 Closing 
Per Share for 1953 1953* — Price COMMENTS 





International Paper... 41.23 23.98 17.25 55 
A 


5.4 


1.52 3.00 51 5.9 Despite temporary periods of un- 
settlement, stock gives evidence of 
marked support. Earnings well 
maintained and longer-term out- 
look satisfactory. 





Johns-Manville .......... 37.26 18.20 19.06 74 
B 





4.25 


5.7 


1.56 4.25 60 7.1 Stock has acted disappointingly but 
is approaching attractive level in 
view of better yield. 





Kennecott Copper....... 48.29 15.29 33.00 78 
B 


6.00 


77 


2.15 5.00 64 7.8  Unsettled market for non-ferrous 
metals has reacted on stock but 
should now be approaching more 
stable level. 











Liggett & Myers . 45.63 12.13 33.50 73 
A 





Montgomery Ward 59.30 338.30 21.00 62 
A 


5.00 


3.00 


6.8 


1.13 5.00 76 6.6 Has shown consistent strength 
along with other tobaccos. While 
attractive for longer pull, has now 
reached point encountering resist- 
ance. 





96° 3.00 59 ~=«5..1 In view of unimpressive earnings, 
stock has acted comparatively well 
indicating possibilities of a major 
turn for the better. 





Nat. Dairy Products 30.60 14.45 16.15 59 
A 


3.00 


5.1 


1.03 3.00 59 5.1 Stock has shown great stability in 
view of generally weaker stock 
market. Earnings position steadily 
improving and long-term fyture 
good. 





National Steel 36.37 21.62 14.75 51 
8 





Owens Illinois Glass 36.70 12.95 23.75 76 
B 





3.00 


4.00 


5.8 





Pullman 22.32 2.32 20.00 40 
A 


3.00 


75 


1.51 3.00 43 7.0 The comments on Bethlehem Steel 
are g lly pplicabl here. 
Company one of the soundest in 
industry and stock good long-pull 
holding. 








(N.A.) 4.00 73 8358 Stock has given evidence of re- 
sistance to higher prices despite 
fundamentally strong position of 
company. Important rise in near 
term not expected. 





1.24 3.00 38 79 Stock has held well, indicating 
strong support. Should eventually 
do better on good dividend basis. 





Radio Corp. of Amer... 11.99 729 4.70 28 
B 


3.5 


61 1.00 24 42 Stock has reacted moderately from 
highs earlier this year. While earn- 
ings improved, near term prospects 
do not seem to warrant much 
change in price. 








Sears Roebuck 34.55 18.30 16.25 60 


2.75 


4.5 


N.A. 2.75 58 - 47 Has been one of the strongest 

( stocks for a considerable period. 
Could advance into new high 
ground on continued expansion. 








Stand. Oil of N. J......... 42.92 26.38 16.54 77 


4.25 


5.5 


2.08 4.25 nN 6.0 Has reacted moderately together 
with other leading oils. Long-term 
*| ! A. ly +f, ry 4 








8 
Texas Gulf Sulphur... 46.89 11.39 35.50 110 
B 


7.00 


6.3 


Has reacted strongly to lower divi- 

_ a ™ © dend. Technical action does not 
indicate early recovery. Long-term 
position sound. 





Union Carbd. & Carbn. 22.78 9.37 13.41 71 
8 


2.50 


3.5 


Has reacted rather sharply together 

= 2 oo with most other chemicals. While 
long-term outlook satisfactory, cur- 
rent low yield a deterrent to early 
renewal of advance. 





Union Pacific ............. 85.13 49.63 35.50 115 
B 


6.00 


5.2 


3.15 6.00 107 5.6 While reaction fair-sized, stock is 

y meeting with strong support at 
current levels. Strong earnings out- 
look for balance of year offers 
good market base. 





United Fruit ................ 41.40 15.24 26.16 57 
B 


4.00 


7.0 


(N.A.) 3.00 53 5.6 Stock has acted somewhat better 
for future trend uncertain pending 
settl t of G lan troubles. 








U.S. Rubber ................ 24.01 13.36 10.65 30 
B 


2.00 


6.6 


1.10 2.00 27 7.4 Stock has reacted moderately to- 
gether with other rubbers. Strong 
earnings position offers firm base 
for market price. 





STM cssiclasecx 33.65 20.42 13.23 42 
B 


3.00 


7.1 


1.65 3.00 38 7.9 Despite rapid increase in earnings, 
stock has acted sluggishly, prob- 
ably in response to anticipaiton of 
eventual leveling off of operations 
in industry. 





Westinghouse Electric 26.69 15.79 10.90 47 
A 


2.00 


4.2 


1.04 2.00 44 45 Stock has held comparatively well 
during first half. Long term out- 
look steadily improving and offers 
good market base. 





(N.A.)—Not available. 
1_Plus stock, not included in yield. 


3—Quarter ending April 30. 


2—4th Quarter, March 31, fiscal year. 


A—Market action favorable. 
B—Market action inconclusive. 


*—Approximate prices given in round figures. 
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Radical Changes in 


CORPORATE 
LIQUIDITY 


By JEROME SATTLER 


en analysts and investors are having a 
busy time this summer pondering and debating those 
eternal questions as to the future of business and 
the markets. It is being widely conceded, and even 
predicted, that this country may be coming to the 
end of the prolonged active business cycle based upon 
such major factors as the Korean war, the industrial 
plant expansion program, residential building, and 
the boom in automobiles and other consumers’ dur- 
able goods. Hence, many new factors in corporate 
methods of accounting are being studied with great 
care. 


The familiar price/earnings ratios are continually 
being studied. Likewise the ratios of dividends to 
earnings are being examined. Although corporations 
generally are paying out only about 50 per cent of 
their current earnings in dividends, the wide vari- 
ations among individual companies will suggest 
some instances where the dividends are likely to be 
reduced or omitted, and others where they appear 
safe for one year or more ahead. 


Still another question being discussed is that of 
book values. American industry during the war and 
postwar years built up tremendously the equity 
behind its outstanding common stocks. Plant and 
equipment was rebuilt, modernized, and expanded. 
Between the end of 1939 and 1952, all U. S. manu- 
facturing corporations increased gross property 
account as carried on the balance sheet from $42 
billion to $105 billion, and, although there were heavy 
write-downs for depreciation, the value of net prop- 
erty increased from $23 billion to $58 billion. De- 
spite all this money invested in fixed assets, the 
working capital or net current assets was increased 
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during the same period from $15 
billion to $55 billion. The source 
of these funds was mainly the large 
retained earnings, reflected by the 
building up of capital, surplus, and 
reserves, from $42 billion to $105 
billion. Long-term debt, however, 
rose from $5 billion to $18 billion. 

In addition to the above well- 
worn questions, a relatively new 
one is becoming of such importance 
as to attract the attention of the 
more sophisticated investors. That 
is the question of depreciation pol- 
icy, which may affect materially a 
corporation’s liquidity and its divi- 
dend position. 

This new factor, depreciation, 
has not been given much attention 
in the standard text books on in- 
vestment for the reason that here- 
tofore it has been a comparatively 
minor item. For example, the 
charges in 1939 of all U. S. manu- 
facturing corporations for depre- 
ciation, depletion, and amortization 
amounted to only $1.6 billion. Dur- 
ing World War II the authority 
granted by Congress to charge off 
war plants and equipment within 
a 5-year period, instead of the cus- 
tomary periods of twenty to thirty 
years, caused the charge to jump 
to a peak of $3.5 billion in 1945, 
the closing year of the war. There- 
after the charge dropped sharply, 
but then turned up as a result of the Korean war 
plant expansion and set a new peak of $5.5 billion 
for 1952. By all indications it will be substantially 
higher this year. 





Book Profits vs. Cash Flow 


Although the effects of depreciation policy upon 
corporate liquidity might appear to be a technical 
matter, the explanation is really quite simple and 
certainly does not require more than an elementary 
knowledge of accounting. What happens is that the 
expense item representing the write-down against 
plant and equipment is merely a bookkeeping charge; 
it involves no cash outlay. In this respect it differs 
from the other expense items—for purchases of ma- 
terials and supplies and services, for wages and 
salaries, for taxes and interest—all of which call for 
the disbursement of cash. 

This means, theoretically, that if a corporation’s 
income account showed no net profit whatever, but 
a mere “break even,” there would nevertheless be an 
increase of its cash, to the extent of the book charge 
for depreciation. In actual practice, of course, the 
change in cash holdings would reflect numerous other 
influences, such as cash outlays on plant and equip- 
ment that are not treated as expenses but as capital 
investment; also the absorption or release of cash 
resulting from changes in inventories, receivables, 
current liabilities, long-term debt, and capital stock. 

In short, the investor should observe the corpora- 
tion’s operations as shown not only by its reported 
book earnings, but also by the cash flow reflecting 
its depreciation charges and balance sheet changes. 
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Dividends, it must be remembered, are not paid out 
of book profits but from actual cash on hand. 


Examples of Heavy Depreciation 


The sharpest increases in depreciation charges 
have taken place among those manufacturing com- 
panies which during the three years since the Korean 
outbreak have built huge new plants to enlarge the 
capacity for producing raw and semifinished mate- 
rials essential to the war, for which the Federal 
Government issued certificates permitting them to 
charge off the cost (either in total, or else up to a 
designated portion) at a rate of 20 per cent annually 
for income tax purposes. This so-called ‘accelerated 
depreciation” and the normal depreciation charges 
on other property together amount to more than the 
total of dividends paid in the case of many com- 
panies. In the accompanying table is a representative 
list of such large industrial companies in the fields 
of steel, aluminum, aircraft, rubber, chemicals, food 
dairy products, and meat packing—based upon their 
1952 annual reports. Essential features relating to 
the tables are given herewith: 


Industrials 


Two favorable indications as to the dividend status 
of these companies are the fact that, taken as a 
group, (1) the dividends paid in 1952 averaged only 
54 per cent of the reported net income, and (2) the 
depreciation charges exceeded the cash dividends 
paid by 58 per cent. 

Moreover, the depreciation charges in many cases 
are steadily rising. Armco Steel Corporation, for 
example, has just revealed that it expects its charge 
(including accelerated amortization on war plants) 
to rise from the $16.7 million shown for 1952 to 
approximately $29 million this year, and $32 million 
in 1954. The latter will exceed by $7 million its new 
capital expenditures, which are expected to decline 
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Large Manufacturing Corporations Whose 
Charges for Depreciation and Depletion Exceed 














Their Dividends Paid in the Year 1952 
(In Thousands of Dollars) 
Net Dividends Depreciation | 
Income Paid & Depletion 
INDUSTRIALS 
Aluminum Co. of Amer. $ 43,527 $ 17,157 $ 34,103 
Armco Steel Corp. 31,338 15,641 16.727 
Armour & Co. 7,140 1,500 12,204 
Bethlehem Steel Corp. 90,901 44,869 54,483 
Borden Company 17,667 12,027 12,302 
Continental Can Co. 14,388 7,287 8,548 
Dow Chemical Co. 35,818 17,526 32,832 
Firestone Tire & Rubber Co. 43,082 14,133 20,715 
Goodyear Tire & Rubber Co. 39,010 15,705 25,937 
Jones & Laughlin Steel Corp. 19,482 12,629 43,031 
Natl. Dairy Prod. Corp. 27,799 19,316 21,190 
Republic Steel Corp. 44,274 25,279 25,756 
Swift & Co. 21,698 11,844 15,590 
United Aircraft Corp. 17,809 7,646 11,580 
United States Steel Corp. 143,688 103,549 176,918 
Youngstn. Sht. & Tube Co.. 22,916 10,050 17,676 
Subtotal 16 companies $ 620,587 $336,158 $529,592 
PETROLEUM PRODUCING & REFINING 
Atlantic Refining Co. $ 40,427 $ 18,346 $ 35,939 
Cities Service Co. 49,259 19,435 56,878 
Gulf Oil Corp. 141,820 45,381 128,995 
Phillips Petroleum Co. 75,284 34,784 73,634 
Shell Oil Co. 90,873 40,412 138,562 
Sinclair Oil Corp. 86,475 31,743 63,845 
Socony-Vacuum Oil Co. 171,092 65,194 119,472 
Standard Oil of Calif. 174,030 86,020 98,944 
Standard Oil Co. (Ind.) 119,981 46,870 95,735 
Sun Oil Co. 43,013 6,982 28,167 
Texas Company 181,242 82,491 87,104 
Tide Water Assoc. Oil Co. 31,117 14,713 26,085 
Subtotal 12 companies .. $1,204,613 $492,371 $953,360 
PUBLIC UTILITY 
American Tel. & Tel. Co. $ 418,462 $319,755 $381,679 
Consol. Edison Co. of N. Y. 45,115 36,311 36,371 
Subtotal 2 comp $ 463,577 $356,066 $418,050 
RAILROAD 
Baltimore & Ohio R.R. $ 27,309 $ 8,557 $ 16,589 
New York Central R.R. 31,907 3,224 68,896 
Pennsylvania R.R. 42,440 13,168 50,316 
Subtotal 3 companies $ 101,656 $ 24,949 $135,801 
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from $35 million this year to $25 million in 1954. 
Petroleum 


The integrated oil companies, which produce 
crude petroleum and also refine, transport, and 
market the products, are in an especially favored 
position from the investors’ standpoint because 
of their heavy depreciation charges and the fact 
that they are still granted a 271% per cent de- 
pletion allowance for tax purposes. The corre- 
sponding figures of a group of such companies 
are given in the table. The charges given for 
depreciation and depletion include in some cases 
the expenses charged off currently for explora- 
tion, dry holes, and abandoned wells, and are not 
reported on a strictly comparable basis as be- 
tween the companies. 

This group of the 12 largest oil companies 
paid out only 41 per cent of their 1952 book 
earnings in dividends. Their depreciation and 
depletion charges were (Please turn to page 476) 
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i WIDENING SOCIAL SECURITY COVERAGE 





By “VERITAS” 


DISCUSSION of foreign trade policies, current in 
Washington, carries one back to the debates of half 
a century ago with, of course, a new cast of char- 
acters headed by a President who sees a freer move- 
ment of goods as beneficial to the United States 





WASHINGTON SEES: 


The Administration may be committing a blun- 
der of top-rank proportion through the patronage 
grab which removes civil service protection from 
thousands of federal employees, opens their jobs 
to appointments under what can only be de- 
scribed as the spoils system. To suggest that little 
or no harm can come to President Ike as a result 
of his Executive Order is to play fast and loose 
with political realities. It is true that most of the 
persons adversely affected live in voteless Wash- 
ington although an overwhelming majority of 
them maintain legal voting residences elsewhere. 
But the point is that Eisenhower, et als, are placing 
in the hands of their opponents an effective reply 
to the complaint that it is not possible to staff 
government offices with competent personnel. Pro- 
tected tenure and retirement pay have been 
among the inducements held out up to now. And 
they go out the window with the new patronage 
grab. 

It is true that many of those from whom the 
cloak of Civil Service Act protection is being 
stripped were “blanketed in” by the Roosevelt 
Administration, never were subjected to competi- 
tive examination. But the aim was to put a brake 
on job turnover, cut the costs of educating new 
appointees. And republican members of congress 
interposed no serious objection to the “blanketing” 
idea. If the Administration’s idea was to cut down 
the federal payroll it might be defensible, even 
commendable. But that isn’t the objective at all. 
The goal is reward to the politically faithful at 
taxpayers’ expense. 
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whereas his predecessors of an earlier day took an 
opposite view. Eisenhower has had the industrial 
centers and the farm belt assayed and believes the 
“protectionist” notion has faded out. It’s only in 
the making but there is a slow-but-sure switch in 
basic policy coming: exports and imports must find 
their levels uninhibited. 


SIGNIFICANT in any evaluation of the economy moves 
by congress is the careful skirting of any issue 
involving war veterans. A combination of several 
powerful national organizations which operates 
through local units to which congressmen are re- 
sponsive has saved hospitalization and other benefits 
from being tampered with and has its eyes on bigger 
game. The plain fact is that a war pestered nation, 
such as the United States must be conceded to be, 
builds a huge “soldier vote”—men who wore, or wear, 
uniforms and their families. Congressmen who shud- 
der at thoughts of retirement know this. 


INTENSIVE drive is about to be made to expand social 
security coverage and while little is being heard of 
it to date it will nonetheless develop into a head- 
cracking fight with management facing an array of 
such assorted adversaries as labor organizations, 
veterans’ groups, women’s clubs, and church socie- 
ties. Bills in the draft stage would blanket in just 
about every employed person, increase benefit pay- 
ments, set up an accident insurance system. Pressure 
is being placed on Oveta Culn Hobby, welfare Cabi- 
net member, to speak out. Thus far she’s given no 
indication of her attitude. 


WELCOME news to his admirers (who include a host 
of people who do not agree with him politically) is 
the fact that Senator Taft is definitely on the physi- 
cal mend. Actually he’s working almost as hard as 
he did before he bowed to medical advice to set 
aside the GOP senate leadership until his health 
improved. He is putting in a full day, receives a 
constant flow of callers, visits the White House, is 
in attendance at senate sessions. His physicians are 
constantly admonishing him to slow down but he 
keeps going anyway. 
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The President is running a high emotional 
temperature over the forced withdrawal of Thomas Lyon to 
head up the U. S. Bureau of Mines. Lyon, pensioned 
official of the Anaconda Copper Company and considered 

to be an opponent of the federal mine safety act, was 

the fair-haired boy until his industrial background was 
placed on the record, together with a slurring reference to 
the safety statute. 














Ike is reported to have used battlefield 
language to intimates for their failure to research the 
nominee before putting the White House on the spot. 

The senate's interior committee put the blame at the 
President's own doorstep. That's technically correct 
although it would be impossible for the Chief Executive to 
make personal inguiry into the background and views 

of each of many thousands of government appointees. 

He must rely on others for advice. Typical comment came 
from Senator Hugh Butler of Nebraska: "I wouldn't hire 

a stenographer for my staff without making more investigation that was made in this case." 












































Withdrawal of the Lyon nomination marks Ike's first retreat in his battle 








with congress. Naturally he does not like it. But he is aware of recent history -- the 
fact that Harry S. Truman had many of his nominees rejected when he chose to go to 
bat with the senate on confirmations rather than withdraw them -= and, up to a point, 


the President wants to remain friendly with the legislators. Or at least give that 
impression. 








It's becoming increasingly apparent that the friendship is a one-way street. 
Some of the congressmen evidently do not want a non-professional in their midst. Mean- 
while, Ike probably longs for the comparative peace and quiet of Normandy Beach. The 
President listens to many men, places most coifidence in one with many years of civilian 
government service -- his brother, Milton Eisenhower. 























A realistic view of the conflict and what it portends is taken by GOP Chairman 
Leonard Hall who has coined the battle cry, "Ike can't do it alone." One of the most 
surprising developments of recent political history is the fact that a President, 
elected by a party which had been out of power for two decades, finds his "loyal oppo- 
sition" within his own ranks. Even the traditional public power policy of the 
republicans seems not to be safe in the hands of the present congress. Southern and 
western congressmen threaten to hold up flood control appropriations if public power 
installations are not extended. And GOPers aren't uniting behind the President's stand. 



































Labor Secretary Martin Durkin insists he will not resign his Cabinet position 
but you can get bets in Washington that he will. Durkin, a professional labor leader and 
a democrat, is a sensitive man, feels uncomfortable at Cabinet meetings, believes 
his presence tends to slow down open discussion to the injury of the man who honored 
him with his portfolio. Also, his unfortunate joust with Senator Robert A. Taft 
injured his prestige with congress. 

















Organized labor is not doing bad on other legislative fronts. Four states 
in recent sessions of their law-making bodies passed statutes or amendments to enlarge 
unemployment compensation, workers' compensation, wage-hour improvements, or other 
benefits coming within related categories. Three of the four are important indus- 
trially: Connecticut, Michigan, New Jersey. The fourth is New Hampshire where the 
only change was an increase from 50 cents to 60 cents in the minimum hourly wage rate. 
Few will be affected; few now receive less than the new minimum. Even the U. S. Depart- 
ment of Labor admits that. 





























There was more surface than substantial difference between the State Depart- 
ment and congress over extension of Point 4 aid to under-developed countries. While 
the "fight" was widely publicized, the question never was whether to continue it, but 
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how much to spend on it. Fundamentally, the issue was whether this country should 





give friendly democracies the finished products or tell them how to make similar 
products. There was a time when high protective tariff groups might have reason for 
concern over the situation. In the present state of foreign industry such a problem is 
too far away for attention by even the most chronic worrier. 











one actively participating, few realize that the Korean war entered its fourth year just 
a few weeks ago. It is academic to argue whether this country should have been in it in 
the first place, but that argument will go on without chance of settlement. The 
critically-minded can make out a good case against the United Nations. UN, froma finan- 























Rhee has stymied peace negotiations with an attitude that he will not join in a truce 
so long as an American soldier lives. 











The Federal Reserve Bank Board is engaged in a fiscal experiment which it 
hopes will work out but isn't placing any big bets on. The money market is, of course 
tight and that goes for government and private borrowers alike. The last six months of a 
fiscal year always present difficulty to the Treasury -- incomes are low, outgoes are 
high. This year, the outgo will be about $9 billions more than the intake. 


























The simple facts are these: government must borrow from the banks and to the 
extent that the Treasury deposits its notes private enterprise has less to draw on. 
Some inconvenience is bound to result. The obvious effect is a deflationary one. The 
FRB has tried to cushion the monetary shock by reducing the amount of reserves member 
banks are required to keep on hand but the reduction actually is miniscule. Because lend= 
ings of about five times the reserves are permissible an inflationary curve sets in. 
One circumstance plays against the other. 




















The most prominent tourist in Washington in recent weeks has the community 
guessing. It seems rather clear that his "retirement" from politics was not a genuine one. 
Few believe that Harry S. Truman has any idea of running for another term as President 
(he never liked the job), but almost everybody who knew him back in the old days thinks 
he'd love to be back in the United States Senate. When he was in the Capital he visited 




















the senate, sat at his old desk, clowneda bit. Word from Missouri is that he'd be hard 
to beat as a senatorial candidate. 











Se 


about Henry J. Kaiser's industrial productive skill is at least being challenged. Kaiser's 
airplane plant produced "flying boxcars" developed by Fairchild but the price of 
production in the Kaiser plant was about four times as much as Fairchild's. Somebody began 
asking questions and Kaiser explained that much of the cost went into plant for pur- 
poses of "preparedness" against a possible future need. He was in Washington trying to 
put his point across when the Air Force settled the whole thing by canceling the con- 

tracts it had with him. That ended a congressional inquiry and was a clear win for 
Fairchild. That company wasn't even called upon to explain its pricings or productive 
methods. 
































The United States Chamber of Commerce and the National Association of 
Manufacturers appear almost anxious to "blow" the greatest opportunity to be legis- 
latively effective that has come their way in many years. When a republican administration 
came into power it was expected that these groups would figure importantly in molding 
federal policies. But they don't seem able to agree within their own ranks and instead 
of winning friends and influencing government people they are moving in the opposite 
direction some of their most outspoken members say. 























The position taken on extension of the excess profits tax is an example. 
Neither organization supported President Ike inthis respect. The CIO did. To suggest 
that the labor group is pro-Eisenhower and the others are "anti" would be the height of 
folly, as much as it would be to predict that the White House might reward the one, 
punish the others. But a disclosure of lack of interest on the part of the White House 
can usually defeat a legislative effort by delaying it. It has happened before. 
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Repercussions of ..... 


COMING 
UNIFIED 
GERMANY 


By V. L. HOROTH 


“The safety and future of the people of 
Eastern Germany can only be assured 
when that region is unified with West- 
ern Germany on the basis of free elec- 
tions.”’—President Eisenhower’s message 
to West German Chancellor Adenauer, 
June 26, 1953. 


ie mid-June uprising of Ger- 
man workingmen against the Kremlin- 
instituted regime of East Germany did 
something more than reveal weakness 
behind the Iron Curtain. It produced, 
as it is now increasingly obvious, a deep 
change in the atmosphere of the two Germanys. As 
the Manchester Guardian observes, the “June 17 
Revolution” threw Western as well as Russian poli- 
cies in respect to Germany into one melting pot, 
and may “rank as one of the decisive events of our 
time.” Two broad implications emerge: 

One is that the demonstrators who marched down 
Stalin Allee in East Berlin and shouted themselves 
hoarse with demands for the reunification of Ger- 
many served notice on the Russians and their East 
German stooges not to count on them to play the 
role of North Korean puppets. This removes the 
danger of East Germany’s communizing West Ger- 
many. The Russian maneuvers to gain control of 
the Ruhr have been defeated. 

The second implication of the East German revolt, 
which brought to a halt the operations of the great 
chemical plants in Leuna and Buna, the naval ship- 
yards in Rostock, the Zeiss optical plant in Jena, 
and even the uranium mines in the Erzgebirge, is 
that German nationalism as a force of the future is 
something to be reckoned with. The 80 million Ger- 
mans are beginning to awake to their weight on the 
international scene—partly as a result of the spec- 
tacular revival of West Germany’s economy. They 
are serving notice not only on the Kremlin but on 
the Western Allies as well that they have achieved 
political renaissance. Their aspirations for national 
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union can no longer be disregarded—in fact there is 
an implication in the East German revolt that the 
time may come when the Germans will handle the 
unification their own way, with or without the bless- 
ings of the signers of the Potsdam treaty, which for 
the Germans is a dead letter anyway. 

The timetable for the reunification of Germany 
has been speeded up. For the Russians the choice will 
be between a reign of terror and some face-saving 
formula that would permit them to retire from the 
position which can no longer be used as a spring- 
board for the control of all of Germany. In West 
Germany, the unification issue is bound to dominate 
the general elections that are to be held in September. 

The parties that are in opposition to the present 
government: the Social Democrats who are the 
second strongest party, the “Deutche Partai” which 
is appealing to the former Nazis, and the Refugee 
Party which espouses the cause of the millions of 
refugees from beyond the Oder-Neisse Line, East 
Prussia, and Sudentenland, have redoubled their cry 
that “‘the unification” must come before “the integra- 
tion” of Germany into Western Europe. The mid- 
June revolution caught Chancellor Adenauer, a sin- 
cere protagonist of a New Europe, unawares and 
his party, the Christian Socialists, may have a lot 
of explaining to do how they let a chance at unifica- 
tion slip through their fingers. 

















East and West Germany Compared 








West East 
Germany(a) Germany 

Area (in 000 square miles)............................0000006 93.6 40.9 
Population, 1952 (in millions)..........................0006 48.5 18.8 
Population per sq. mile, 1952. ....0.............cccccccee 518.2 459.7 
Index of industrial production 

(1938 = 100) Third Quarter of 1952.................... 113 115 
Output of electric power 

BOSE; ter ONS OF TOWN. .........22.05-.2<cececesssiersoscoseeas 51.4 20.8 
Output of crude steel 

1951, in millions of tons...................... Jeocepebnnsy es 13.5 1.6 
Output of hard coal 

1951, ter MONS OF GOWS......5..5....000.5000.0cccce0s0000000. 120.7 3.2 
Index of chemical production 

UN MS ND ec piisscsekase vce ca cbuxccnsbnisoseasctva 128 161 
Land under cultivation 

Av. 1948-52, in 000,000 of hectares.................... 14.2 6.4 
Acreage under potatoes 

Av. 1948-52 in 000,000 of hectares...................... 1.1 8 
Beet sugar output 

ae Me UNE DIB oases bo cndscsvcesssesersevsemncess 981.0 662.0 
Cattle numbers 

Be eID 6 iiiso sds sscvcvarvansesscoesceaccescse) GD 3.9 





(a)—Excluding the Saar. 


Note: West Germany excl. Saar is about the size of the States of 
New York and Pennsylvania combined; East Germany is 
about as large at Ohio. 























Granting that the political piecing-together of 
East and West Germany will somehow be accom- 
plished, either through an agreement between the 
Western Allies and the Russians or, more likely, by 
the Germans taking the matter into their own hands, 
there remains something to be said about the eco- 
nomic and social problems the unification is bound 
to raise. These problems are serious, and several 
organizations in West Germany are already study- 
ing them. They are bound not only to influence the 
current economic set up in West Germany, but also 
to have repercussions on Germany’s relations with 
Western Europe and the rest of the world. 


East and West Germany Compared 


The basic reason for the economic and social diffi- 
culties facing a reunited Germany is the fact that 
the two German halves have followed opposite eco- 
nomic roads now for eight years. They have been 
laboratories for a test of two opposing social and 
economic systems, a test which the free enterprise 
system in West Germany won hands down. The de- 
sire to better their miserable existence and to share 
in the growing prosperity of West Germany may 
have been the real reason for the mid-June revolt 
of the East German workers. 

In the West, hard work, labor discipline, and, 
above all, the establishment of a free market econ- 
omy brought on a sensational recovery following 
the currency reform in the summer of 1948. In five 
years’ time, Western Germany has become the strong- 
est industrial power on the Continent of Europe. 
At present West Germany is producing over 16 mil- 
lion tons of steel a year, some 3 million tons more 
than is being produced by France and the Saar com- 
bined. West Germany is now the fourth largest trad- 
ing nation, ranging after the United States, Great 
Britain, and Canada, and the only trading nation 
that through perseverance and hard work has been 
able to expand her sales abroad despite the post- 
Korean price deflation in international markets. 
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Western Germany has also balanced her budget and 
rebuilt her gold and dollar reserves; the German 
mark is a harder currency today than the pound 
sterling, and nearer to free convertibility. 

And in the same period, what transpired in East 
Germany, where the Russians set up a workers’ state 
(but with collective bargaining abolished) and where 
everything is predetermined by economic planning? 
In communist hands, East Germany was hammered 
into a cheerless, lifeless state from which the Krem- 
lin has been able to extract an annual tribute esti- 
mated at about three billion Western marks ($700 
million). On paper, East German industrial output 
was expanded almost as much as that of Western 
Germany. But it was the operations of the steel, 
machinery, and chemical factories on which the Rus- 
sians were drawing for tribute that were expanded. 
In contrast with West Germany, the repair of war- 
destroyed housing and the production of consumer 
goods lagged woefully behind. While Hamburg, 
Bremen, Duesseldorf, and Frankfort—to give just a 
few examples — literally rose from ashes, Dresden, 
Madgeburg and Leipzig made little progress in dig- 
ging themselves out of the ruins. The most important 
foodstuffs, including sugar, one of the chief articles 
of export, are rationed. In recent months the food 
situation has deteriorated, largely because of the 
passive resistance of the farmers who are opposed 
to collectivization. The deterioration of the food situ- 
ation and the raising of working ‘norms” in factories 
were among the causes of the recent blowup. 

All but about 10-15 per cent of all enterprises in 
East Germany have by this time been nationalized 
or confiscated. All agricultural holdings of over 100 
hectares (250 acres) have been taken over and 
parceled out, largely to some 210,000 landless work- 
ers, many of them refugees from the East. About 
10 to 15 per cent of the farms have been collectiv- 
ized; rather than joining the collectives, many farm- 
ers have been leaving, joining the steady stream— 
estimated at about 1000 a day in recent months—of 
refugees, most of them skilled workers and inde- 
pendent artisans and tradesmen. Altogether some 
1,800,000 East Germans have sought refuge in the 
West since 1945, out of a population that numbers 
about 18.8 million. 

While about 90 per cent of West German trade is 
with the Free World, some 85 per cent of East Ger- 
man trade is with the communist orbit. In the last 
years, Red China has become an important customer 
for East German industrial products. Before the 
Second World War, the area that is now the East 
German Peoples Republic bought about one billion 
dollars worth of goods from West Germany and 
sold roughly as much of its own goods. About $250 
million goods were exported abroad. Today East 
Germany sells about $400 to $500 million goods to 
the Communist Orbit, while the Free World, includ- 
ing Western Germany, takes about $100 million 
worth of its products. 


Economic Problems of Reunification 


The reunification of the free market economy of 
West Germany with the sovietized economy of East 
Germany will pose some tough problems, if and when 
it comes. Germany will again be a laboratory to 
watch, for similar problems may arise in connection 
with the realignment of other satellite areas. 

For one thing, it will be impossible politically and 
economically to undo such Soviet-sponsored acts as 
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the land reform. The East Germany of big junker 
estates is gone forever, and with it—happily for the 
rest of the world —the political power of the old 
war-loving landed class. Normally, East German 
food surpluses—of potatoes, rye, meat and sugar— 
would make West Germany less dependent upon food- 
stuff imports from the Western Hemisphere. But as 
has already been pointed out, the efficient, mechan- 
ized large estates have been replaced by unmech- 
anized, inefficient small holdings. One of the tasks of 
a unified Germany will be to make these small hold- 
ings more efficient and to put under the plow some 
600,000 acres of land which are no longer farmed 
because of the escape of their owners to West Ger- 
many. Eventually the united country will be less 
dependent upon imported meat and sugar, payment 
for which requires dollars. 

Unlike the confiscation of land, it will be possible 
to undo the nationalization of plants and the con- 
fiscation of private enterprises. Although private 
owners may not be reimbursed for all their losses, 
they may be given some tax relief. Some of the enter- 
prises, particularly the cotton and wool manufac- 
turing mills in Saxony and in East Berlin, are re- 
ported to be sadly run down. What will happen to 
the new State-built enterprises, such as the new 
steel plants at Hennigsdorf and Fuerstenberg or the 
newly developed coal mines in Brandenburg, is dif- 
ficult to say. They may be organized into private 
corporations with shares offered to the German 
public. But the German public is not too stock 
minded, and the new plants may continue state- 
owned. 

Futhermore, the reunification of the two Ger- 
manys is sure to be followed by a mass migration of 
some 2 million people from West to East. As a result, 
labor shortages may develop in some West German 
export industries and the present low production 
costs rise somewhat. On the other hand, there is a 
possibility of unemployment in the East; if the 
Saxon uranium mines are closed, some 250,000 in- 
mates of forced labor camps would be released. 

In general, making up for the eight years of Rus- 
sian exploitation will be a drag on German private 
and government finances. Private capital may be 
asked to forego temporarily the expansion of present 
plant facilities in favor of rehabilitation of East 
German mills. According to the Manchester Guardian, 
there is a movement afoot for West German firms to 
adopt their East German counterparts in order to 
help finance production and marketing. The West 
Germans may be asked to tax themselves more, if 
funds are to be found to speed up the neglected re- 
habilitation in the East. To equalize the purchasing 
power of the two Germanys, the currencies of East 
and West Germany are almost sure to be given 
parity despite the fact that one West mark now buys 
four to six East marks. According to the best esti- 
mates, the per capita national income of the West 
Germans is about 60 per cent greater than the per 
capita income of the East Germans. This difference 
occurred after eight years of separation. What gap 
would there be in twenty or thirty years? 


What About Foreign Trade? 


It has already been suggested that reunified Ger- 
many would be somewhat more self-sufficient in some 
farm products, such as sugar, but not to the extent 
attained in the Hitler days. Also, East Germany has 
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important deposits of potash salts as well as huge 
plants making artificial rubber, synthetic fibers, syn- 
thetic gasoline, and nitrogen fertilizers. Here too 
some saving in imports could be achieved. At the 
same time some West German surpluses of steel and 
steel mill products as well as of coal, motor vehicles, 
and household appliances would probably be ab- 
sorbed in the East, thereby relaxing, for a time at 
least, German pressure in overseas markets. 

On the other hand, in the past years the Russians 
have been pushing in East Germany the machine- 
making industries, shipbuilding, and the manufac- 
ture of electric appliances, optical goods, industrial 
chemical, railway equipment, and pharmaceuticals 
for export to Russia and the satellites. West Ger- 
many, too, has been concentrating on the export of 
many of these products. If the two Germanys are 
united it is almost (Please turn to page 470) 











Trade of the Federal Republic of 
(West) Germany ~ 


(In Millions of Dollars) 











Exports to Imports from 
1951 1952 1951 1952 
DOLLAR AREA: 
United States ...................... $ 237 $ 250 $ 647 $ 596 
aoa cases cctecenectzrsstons 25 22 51 125 
Latin American Dollar Area 128 142 128 138 
PMNS <n 5aces ees acecics 2s: 3 4 10 4 
eee $ 393 $ 418 $ 836 $ 863 
OTHER WESTERN HEMISPHERE: 
Brazil ......... PP ee oreo $123 $ 446 $ 2% $$ FA 
Argentina, Chile, Uruguay 129 114 129 122 
Total . . $ 242 $ 268 $ 204 $ 196 
STERLING AREA: 
Great Britain $ 209 $ 228 $ 118 $ 125 
India & Pakistan 66 77 75 65 
Australia 59 39 84 47 
Other sterling area 173 161 319 340 
| eee $ 507 $ 505 $ 596 $ 577 


FRENCH FRANC AREA: 





France .. . $ 288 $ 312 $ 192 $ 221 
Overseas French areas 22 32 64 78 
Total ....::::::. $ 310 $ 344 $ 256 $ 299 


OTHER CONTINENTAL COUNTRIES: ; 
$ 321 $ 243 



































Netherlands ..... $ 347 $ 278 
Belgium ......... 235 285 145 224 
Sweden ........... 232 296 191 220 
Switzerland . 214 260 90 110 
a) eee ; 158 221 131 153 
Turkey ......... ; 105 136 84 93 
Other O.E.E.C. countries 357 458 247 317 
Total ... $1,648 $1,977 $1,131 $1,395 
Russia and the Satellites $ 173 $ 222 $ 152 $ 194 
All other countries 201 303 328 330 | 
Grand Total $3,474 $4,037 $3,503 $3,854 
TRADE OF GERMAN PEOPLES REPUBLIC (EAST) 
Exports Imports 
1952 1952 
United States .... : $ 7 $ 1 
Great Britain ......... ; 6 1 
Denmark : ; ; 14 12 
IES ax pcs tacaaceecacu scents: 6 3 
| CER etree tere eres 15 16 
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of Values; Earnings and Dividend Forecasts 


* 


x * 


Prospects and Ratings for Railroads — Tobaccos — Textiles 
Part I 


oo the end of World War II, investors have 
had to adjust their thinking to an entirely different 
set of standards than those of pre-war days. New 
industries have emerged and the success of some of 
them, such as electronics and petrochemicals, in par- 
ticular, has placed an unusually high premium on 
their common stocks. In some cases, however, these 
premiums have resulted in the stocks outpacing earn- 
ings and this has rendered them especially vulnerable 
to the type of market declines in evidence recently. 
It is therefore obviously more necessary than ever to 
apply realistic standards of value to securities in a 
market which is showing a pronounced tendency to 
evaluate earnings on a much more conservative basis 
than has been true in recent years. 

The test of earnings is being applied more rigor- 
ously to the older established segments of the market 
as well, with the result that the sifting process re- 
lentlessly exposes situations of weakness as well as 
those of strength. In the final analysis, the position 
of each stock depends on the internal factors influenc- 
ing the company which it represents. These are 
principally the factors of sales, prices of products, 
the profit margin (before and after taxes), the margin 
of earnings over dividends and shifts in working cap- 
ital position. Without knowledge of these highly im- 
portant trends, the investor is at a disadvantage. 

Because of our appreciation of 


For the more complete information of our sub- 
scribers, we have furnished a complete analysis of 
the position and prospects for each industry covered. 
These individual industrial reviews give the latest 
trends as to sales, prices, inventories, competition 
and production and as such, they are especially useful 
as affording a reliable barometer of specific industrial 
prospects at the end of the first half of the year. 


The key to our ratings is as follows: A, Top Qual- 
ity; B+, Very Good; B, Good; C, Fair; D, Highly 
Speculative. The numerals which accompany these 
letters are intended to convey a picture of the actual 
earnings trend of the company at the present time. 
Thus, 1—upward; 2—indeterminate; 3—downward. 
Thus B1 indicates a stock of good quality with a 
currently higher trend of earnings. 

In special cases, we have marked some stocks with 
a “W” and others with an “X”. Those with “W” 
should be held essentially for income return. Those 
marked “X” seem more suitable for holding for 
appreciation. 

It is advisable that subscribers consult Mr. A. T. 
Miller’s market advice, appearing in each issue. This 
may aid in better timing of purchase and at least 

should furnish the subscribers 








the importance of such informa- 


with the latest market informa- 





tion we are again presenting for 
the benefit of subscribers our 
Mid-Year Dividend Forecast and 
Re-Appraisal of Security Values. 
In addition to the essential sta- 


Important Industries 
Covered in 


tion as a general background to 
any specific security transactions 
contemplated. 

For the guidance of subscrib- 
ers, we should emphasize that 


tistics on sales, earnings, divi- 
dends and other important data, 
we have included our comments 
on the position of each company. 
In addition, the stock of each 
company listed is rated accord- 
ing to investment- and specula- 
tive-quality, as based on our 
analysis of the combined factors 
affecting each company. These 
comments and ratings should 
offer a convenient guide for 
investors. 
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Mid-Year Re-Appraisal 


Railroads — Tobaccos — Textiles — 
Food & Dairy — Sugar — Liquor and 
Soft Drinks — Electrical Equipment — 
Miscellaneous Equipment — Build- 
ing — Machinery and Machine Tools 
— Steels — Chemicals — Auto and 
Auto Accessories — Rubber and 
Tires — Air and Bus Transport — 
Oil — Movies. 




















our investment policy at this time 
must be governed by the obvious 
necessity of applying the utmost 
care and even conservatism in 
the valuation of stocks. This is 
especially due to the transitional 
character of the present market. 
Therefore, any ratings herewith 
attached to individual securities 
are subject to change as future 
conditions develop. 

These will be noted in future 
issues of the Magazine. 
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By ROGER CARLESON 


‘fay 


Ci. of the exciting stories 

of postwar financial markets 
has been the rehabilitation of 
the nation’s railroad transpor- 
tation system and the restora- 
tion of investor confidence in 
its securities. It’s been a long 
upgrade climb, but with the 
benefit of enlightened regula- 
tion policies and capable man- 
agement in key situations, the 
industry has achieved an out- 
standing measure of success. Generally speaking, 
facilities and equipment have been improved to the 
point where profitable operations can be envisioned 
under almost any reasonably normal business con- 
ditions. Credit of virtually all Class I roads has been 
restored. 
_ Now that signs of a slackening in industrial activ- 
ity are discernible and less favorable economic con- 
ditions appear looming ahead, investors wonder 
whether railroad prosperity can endure. Although it 
is true that amber caution signals suggest that the 
prolonged “clear track” boom may be nearing an 
end, it is comforting to realize that most carriers 
have so strengthened their financial resources that 
they would have little to worry about except in event 
of a severe recession. Debt has been substantially 
reduced in the last decade, while working capital has 
been enlarged and huge sums have been invested in 
— rolling stock and other labor-saving equip- 
ment. 

On the average, railroad shares have scored mar- 
ket advances comparable with good quality indus- 
trials. Representative indexes have risen to the 
highest level in more than two decades. Even after 
the recent setback embracing virtually all sections 
of the stock list, rails remain within striking dis- 
tance of peak prices unsurpased since 1930. The fact 
that stocks in this group have held up so well may 
be attributed to a conviction that business is likely 
to remain relatively good and that earnings in most 
Instances should provide ample coverage for divi- 
dends on which generous yields are available. The 
manner in which carrier stocks have evidenced re- 
sistance to pressure is reassuring for the future. 
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What of the... os sec ccceewes 
RAILROADS NOW? 





This is not to say that rail shares may not decline 
in any downward readjustment of share prices. It 
is quite apparent that after the pronounced rise in 
recent years the carrier group should be regarded 
as vulnerable. On the other hand, representative 
stocks in this category have moved into institutional 
hands and speculative excesses have been conspicu- 
ous by their absence. Thus, vulnerability of the group 
may be more apparent than real. For one thing, the 
heavy debt structure which proved such a severe 
handicap in the 1930’s now has been trimmed to 
manageable proportions. 


Important Factors to Watch 


In view of the generally accepted view that con- 
ditions are apt to become more difficult in coming 
months, it may be well to examine some of these 
factors and attempt to evaluate their effects on the 
investment status of the industry. The chief prob- 
lems to be encountered by the carriers in coming 
months include: 

(1) Prospect of a decline in freight traffic com- 
mensurate with a slowdown in industrial activity. 
Volume of shipments is an important determinant 
of railroad earning power, for overhead costs are 
fairly stable. Economists think the Federal Reserve 
Board index of production probably has passed its 
peak for some time to come and may be headed for 
the 200 level or lower. 

(2) Wage costs seem certain to advance when a 
new contract with employees is negotiated. Although 
rate relief may be sought to compensate for in- 
creased labor costs, the effectiveness of such a meas- 
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_—— mene: A it a ES erences sieoniaal 
Statistical Position of Leading Railroads 
Net Railway Operating Income Operating Ratio Net Per Share 
Full Ist 4 Full Ist 4 Full Indicated 
Ist 4 Monhts Year Months Year Months Year Current Recent 
1952 1953 1952 1953 1952 1953* 1952* Div. Price ‘Yield COMMENTS 
————— (Millions) % % 
i 5 9 5 39 Heavy grain movement and growth 
—s = S. F... $26.6 $33.45 $69.3 72.3% 68.7% $ 5.855 $13.29 $ 6.00 94 6.3% ie acer Gulls aapeanell to a 
ating A set drop in military revenues. Extra 
dividend foreseen. 
Atlantic Coast Line 5.7 4.0 122 797 81.5 6.06 18.81 6.00 102 5.8 Slackening industrial activity and 
Rating B2 accelerated maintenance (Program 
g likely to hold down earnings and 
suggest a conservative dividend. 
Baltimore & Ohio 14.3 146 443 79.7 79.4 2.66! 9.741 75: 2a 3 High rate of steel production and 
Rating C2 ore movement may sustain traffic, 
but gains in operating economies 
diminish. No dividend rise seen. 
Canadian Pacific 6 6 28.9- 6 93.6 6 2.61 1.50 26 57 Narrower profit margins on subsid- 
Rating C2 iary’s mining operations and slower 
growth in oil development point 
to a setback in earnings. 
Chesapeake & Ohio 22.4 23.0° 56.9 71.95 71.2 2.185 5.66 3.00 35 8.5 Reduced coal exports retard gains 
Rating C2 from industrial traffic, but progress 
continues in dieselization. Dividend 
regarded as safe. 
Chi., Mil., St. P.& Pac. 3.3 5.3 17.4 82.2 82.4 421 2.32 1.00 7 $58 Prospects helped by mild winter and 
Rating D1 operating economies. Grain traffic 
expected to increase. Tax rebate 
uncertain. Dividend modest. 
Chi. & No. Western... (d)1.9 6 8.1 89.9 86.3 (d)2.981 (d)2.12 ; 20 Good volume of ore traffic and sav- 
Rating Cl ings achieved on abandonments 
promise to lift 1953 earnings. A 
small common dividend possible. 
Chi., Rock I. & Pac. 7.3 9.7 260 67.9 7Acr 5:52 12.87 4.00 73 5.4 Absence of unusual damage this 
Rating BI year and progress on operating 
economies lift earnings estimate. 
Increase in dividend seen shortly. 
Del. & Hudson R.R. 2.3 2.8 8.8 76.9 76.0 4.27 9.71 4.00 46 8.7 Progress on dieselization and main- 
Rating C2 tenance of ore and coal traffic 
expected to sustain earnings. No 
_ ——— change indicated in $4 dividend. 
Den. & Rio Gnde. W. 3.0 43 116 64.3 67.5 7.70! 18.46 4.00 80 5.0 Expansion in industrial activity and 
Rating BI in development of raw materials 
traffic encourage hope of rise in 
— earnings. Higher dividend possible. 
Erie 6.4 6.8 18.3 73.0 76.5 1.591 2.85 1.75 20 «8.7 Larger volume of industrial traffic 
Rating C1 expected to boost earnings, but 
Progress in economies is slowing. 
de a ; Continuance of $1.75 dividend seen. 
Gt. Northern Pfd. 1.6 4.5 25.9 82.5 73.5 1.17 9.10 4.00 54 7.4 Promising outlook for ore traffic 
Rating BI and for income from Burlington is 
expected to enlarge earnings and 
_ SL - : encourage hope of a dividend rise. 
Gulf, Mobile & Ohio 3.3 4.1 106 67.6 70.1 3.031 6.74 2.00 3306.0 Another increase in earnings to new 
Rating Cl high indicated in reflecting higher 
rates & better cost controls. Basis 
_ —_ indicated for increase in $2 rate. 
Illinois Central 8.4 9.8 31.9 73.7 72.7 5.04 15.50 4.00 76 52 Growth of industry in Mississippi 
Rating BI Valley expected to spur traffic 
gains. Earnings should equal 1952 
_ _ _ _ results, amply protecting $4 rate. 
Kansas City Southern 2.7 295 78 55.7 58.1 2.09 5.044 2.50 424 59 Promise of satisfactory earnings in 
Rating BI reflecting some slackening in main- 
tenance should encourage hope of 
a oe more liberal dividend on split stock. 
Lehigh Valley 3.9 3.2 10.9 75.5 76.1 1.271 4.81 17 Although traffic outlook appears less 
Rating C2 promising than for some other roads, 
earnings should be sustained by 
_ ee lower maintenance & tax adjusts. 
Louisville & Nashville 9.4 11.2 276 71.0 76.4 4.34 10.73 4.50 64 7.0 Good traffic volume & higher rates 
Rating B-+- — to earnings gains despite 
andicap of rising costs. Extra due 
again. Industrial growth in South 
bad se _ favorable. 
Mo.-Kansas-Texas 3.2 3.3 10.7. 70.7 72.0 1.04 3.56 5 Earnings expected to P fa- 
Rating Cl vorably with 1952 results in reflect- 
ing industrial gains and operating 
economies. Further delay in recapi- 
a — — talization seen. 
*—After funds unless otherwise indicated. 3—Plus stock. 
(d)—Deficit. 4__New stock. 
1_Before funds. 5—1st 5 months to May. 
2—Net railway earnings only. 6_Not reported. 
Note: 5 mos. R.R. reports received too late to permit use in this issue. 
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OEE ey 
ure is not likely to be so satisfactory when business (4) Little leeway remains also for trimming in- 
is declining and manufacturers are striving to cut terest charges. Moreover, elimination of excess prof- 
i transportation costs. Conditions may be headed for its taxes would provide relief only in a few isolated 
more competitive rates which would mean narrower _ instances. 
margins. (5) Efforts to obtain operating economies through 
_(3) Operating economies probably will be more installation of new facilities are likely to be much 
difficult to achieve in the future now that most car- more costly than through Dieselization programs 
as riers have gone far. toward completion of Dieseliza- which could be financed to a large extent with equip- 
ith tion programs. Major savings in recent years have ment loans. Costs of centralized traffic control in- 
a stemmed from replacement of costly equipment with stallations, modern yard facilities, electronic equip- 
bee modern locomotives capable of affording remarkable ment, etc., are not so readily financed with outside 
nd economies in time and manpower. Further progress funds. Hence, the task of counteracting rising labor 
: A és Bah 
= in this direction appears limited. costs may be more (Please turn to page 464) 
nd 
Re, 
~ Statistical Position of Leading Railroads (Continued ) 
d- ~ ee a 
er Net Railway Operating Income Operating Ratio Net Per Share 
nt | Full Ist 4 Full Ist 4 Full Indicated 
= Ist 4 Monhts Year Months Year Months Year Current Recent Yield \ 
ns 1952 1953 1952 1953 1952 1953* 1952* Div. Price COMMENTS : 
ss ——— (Millions) -——— y % : 
id | = ' 
| New York Central... 8.8 19.1 49.8 83.7 84.5 1.59 3.83 .50 24 = «2.1 Benefits of dieselization and other 
a Rating D1 improvements beginning to improve 
id operations. Net in excess of $6 a 
“1 share seen. 
N. Y., Chi. & St. Louis 8.8 9.35 22.7 67.5° 67.4 13.275 8.32 2.00° 42 4.7 Boom in industrial activity, espec- 
a Rating BI ially in automotive, appliance and 
ea steel industries, likely to raise 
ts earnings sharply. Prospect for divi- 
A dend increase good. 
z Northern Pacific 2.4 4.2 15.4 83.9 80.5 1.10 6.38 3.00 69 4.3 Benefits of oil exploration in Willis- 
is Rating BI ton Basin adding to long range 
g potentialities. Much of near term 
2. gains discounted. Traffic adequate 
f. to sustain $3 dividend. 
ie Norfolk & Western...... 8.8 6.6 28.5 76.8 70.8 1.09 4.85 3.50 45 7.7 High steel production likely to bol- 
ic Rating BI ster coal movement despite drop in 
° exports. Rate increase due to aid 
A earnings. Strong finances adequate 
3 to support $3.50 rate. 
s Pennsylvania ..... 20.5 26.2 74.9 83.2 84.2 81 2.81 1.50 20 7.5 Disappointing results in passenger 
n Rating D1 business handicap operations, but 
* gains seem likely from high volume 
= in steel and other products. Divi- 
c dend boost seen. 
t a — ——___——_— a - - 
E Reading . §0 5.3 15.7 76.5 77.4 2.10 6.34 2.00 29 69 Traffic prospects enhanced by growth 
iq Rating Cl of industrial volume incident to con- 
7 struction of new U.S. Steel Plant. 
c Improvement in operations boosts 
$ earnings. 
| eee ee . $$$ — a ee —EEEE 
; St. Lovis-San Francisco 3.8 4.5 19.2 763 73.0 1.08 6.37 2.50 30 «8.3 Operating economies and higher 
. Rating C1 rates tending to compensate for 
; erny reduced farm shipments. Dividend 
, increase reflects confidence in near 
; term prospects. 
Seaboard Air Line 7.9 8.7 23.0 70.5 72.8 7.65 19.69 8.00 110 7.2 Benefits of improvement in equip- 
Rating BI ment and facilities contributing to 
anny progress in earnings as industrial 
growth gains momentum. Higher 
dividend on split stock. 
Southern Pacific Co... 20.9 21.8 58.0 73.9 75.1 2.35 6.92 3.00 44 69 Although military shipments to Far 
Rating BI East may have passed peak, indus- 
arng trial progress in Southwest should 
sustain traffic. Gain in net income 
encourages hope of dividend rise. 
Southern Railway 9.4 142 363 65.7 69.2 3.784 9.564 2.504 46 5.4 Impressive earnings gains may 
Rati B+ slacken, but financial improvement 
GTng warrants confidence in debt refund- 
ing and in a higher dividend after 
stock split. 
Texas & Pacific 3.0 4.3 13.3 66.1 67.8 8.23 22.49 7.000 127 5.5 Progress_in agricultural activity 
Rating Cl along with industrial gain contrib- 
ating uting to earnings advance. Wide 
protection for dividend. Thin mar- 
ket in shares. 
Union Pacific 6.7 8.0 32.7 77.1 74.9 4.17 14.56 6.00 106 5.6 Maintenance of good traffic volume 
- 1 and better prospects for oil activity 
Raitng A point to maintenance of earnings 
around 1952 rate. Dividend ex- 
pected to follow 1952 pattern. 
*—After funds unless otherwise indicated. '—Plus stock. 
(d)—Deficit. 1—New stock. 
1_Before funds. °—Ist 5 months to May. 
2—Net railway earnings only. “_Not reported. 
Note: 5 mos. R.R. reports received too late to permit use in this issue. 
— 
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Pian output in the United 
States during the fiscal year ended 
June 30, 1953, was up by 23 billion 
over the previous year. Total out- 
put of 445 billion —a new high — 
represented an increase of approx- 
imately 5.5% over the previous 
year, compared with 4% gains in the two fiscal years 
1949-1951. The accelerated rate of gain came as some- 
what of a surprise. It was generally believed that the 
1953 fiscal year increase would about equal that 
scored in the previous 12 months, and possibly fall 
below that in view of the substantial and steady rise 
in each of the three previous years. 

Cigar makers, too, experienced an exceptionally 
good year from the standpoint of demand for their 
products. Cigar consumption, during the 12 months 
to June 30, last, amounted to something like 6 bil- 
lion, about 200 million more cigars than in the pre- 
ceding period and represented a higher rate of 
consumption, based on annual average, than in any 
of the last 18 years. 

With personal incomes continuing at a high level 
through the current year, cigar manufacturers are 
confident that sales will continue to hold at a high 
level. The more optimistic in the industry think that 
demand may establish a new high. High sales volume, 
however, has not found reflection in improved earn- 
ings for the leaders in the cigar manufacturing field. 
There’s a simple explanation for this. These manu- 
facturers are caught in a dilemma requiring a reduc- 
tion in operating expenses or raising prices to the 
consumer. Effective action along either line is not 
entirely feasible, although some progress has been 
made toward simplifying operations and developing 
costs saving techniques, but the results from such 
efforts are offset to a considerable extent by the 
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A New Look At the 


TOBACCOS 


By H. F. TRAVIS 








necessity of expanding sales promotion efforts in 
order to develop a larger sales volume. To achieve 
the latter objective, cigar makers are ear-marking 
substantially greater sums for advertising and other 
purposes to attract consumers to their particular 
brands. 

With all of them jockeying for the rail position in 
the race for increased volume, none is willing to start 
revising prices upward. Although cigar prices were 
decontrolled in August, 1952, there has been no ad- 
vance in that group of cigars which account for 
approximately 94 per cent of the total cigar con- 
sumption, solely because of fear of adverse consumer 
reaction. The industry is hoping for some relief by 
way of a lowering of Federal cigar excise taxes. 
The cigar makers have been looking in that direction 
for several years. Back in 1950, the Ways and Means 
Committee of Congress was understood to look with 
favor on granting some relief through a reduction 
in these taxes. The development of the Korean situ- 
ation, however, closed the door on such action. In 
view of the present Administration’s apparent policy 
to arrive at a balanced budget there does not appear 
to be much hope that a cut in excise taxes will be put 
through this year, at least. 

There is a brighter outlook for the cigarette manu- 
facturers. When price controls went out the window 
last February, the big three lost no time in revising 
prices by about 5%, and this move was quickly fol- 
lowed by similar action by other makers of popular 
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standard and king-size brands. On a “pack” basis, 
this is a relatively small increase, approximately one 
cent per 20 cigarettes, but yet big enough to add 
$150 million or more to total dollar sales volume. 
Taxes, of course, will take part of this increase, but 
the advance eases the pressure on profit margins by 
higher labor, raw materials and transportation costs, 
permitting the industry to show earnings more in 
keeping with the normal growth of cigarette con- 
sumption. 

Elimination of price controls, while restoring nat- 
ural economic conditions to the cigarette industry, 
also removed the deadening effect of such restrictions 
on the normal activities of all the companies in their 
efforts to capture a larger share of the cigarette mar- 
ket in which competition is growing increasingly 
keen. American Tobacco Co., got the “jump” on 
competitors some years ago when it supplemented 
its “Lucky Strike” output with “Pall Mall” and 
“Herbert Tareyton” king-size cigarettes. Within the 
last two years, Reynolds and Lorillard brought out 
king-size “Cavaliers” and “Embassy” without play- 
ing up manufacturers names. This policy was obvi- 
ously an attempt by these two manufacturers to 
benefit from the growing popularity of the longer 


smoke without losing any of their sales for the older 
“Camel” and “Old Gold” brands of standard size 
cigarettes. Liggett & Myers by bringing out last 
year king-size “‘Chesterfields” in direct competition 
with its standard-size brand of the same name sur- 
prised, if it did not shock, its contemporaries and 
it wasn’t long before Lorillard and Philip Morris 
brought out a king-size “Old Gold” and “Philip 
Morris” respectively. 

Whether American Tobacco and Reynolds will 
follow suit remains to be seen. However, the com- 
petitive position of all these companies is practically 
the same as it was before the king-size brands made 
their appearance. A considerable amount of publicity 
has been given to the development of the longer 
cigarettes, some believing that this comparatively 
new product would accelerate cigarette consumption. 
This appears to be a fallacious belief. King-size ciga- 
rettes have an appeal to a number of cigarette 
smokers, especially women who apparently favor 
the elegance of the slim appearance the longer length 
seems to create. So far as the big cigarette makers 
are concerned, they would as lief make one style or 
the other, there being little or no difference in the 
margin of profit. (Please turn to page 468) 








Position of Leading Tobacco Companies 





——Net Sales 





—%, Liquid Assets— 
Ist Full To Net 

Quarter Year Working Capital 

j Rating 1953 1952-195] 1952 1952 

(Millions) 








Net Per Share 


Ist Quarter Year 





Full Indicated 
Current Recent Div. 


1953 1952 Div. Price Yield COMMENTS 





American Snuff. C3 $ 4.2 $ 15.1 29.4% 21.4% $ .73 


$ .81 


Earnings continue in uptrend. Has 
liberal dividend policy and could 
increase current rate or pay larger 
year-end extra. 


$3.05 $2.40 38 6.3% 





Amer. Tobacco... B1 249.9 1,065.7 7.0 4.7 .93 


97 4.79 Lifting of price controls eases pres- 
sure on profit margins. 1953 net 
likely to show material gains, wid- 


ening dividend coverage. 


4.00 72 5.5 





Bayuk Cigars... D2 a1 33.9 7.1 15.0 .08 


Earnings continue to be restricted 
by operating costs, despite sales 
gains aided by Webster acquisition. 
However, should cover 1953 divi- 
dend needs. 





Consol. Cigar...... C2 52:2 9.3 14.4 .88 


92 4.44 Aggressive sales promotion ex- 
pecied to maintain sales volume, 
offsetting higher costs. Dividend 


well covered and secure. 


2.00 27 7.4 





General Cigar.... C2 42 34.8 13.6 10.8 .30 


pas ianaag | has costs under control 
as shown by higher 1952 net. 1953 
results should hold to that level, 
amply protecting dividend. 


29 2.07 1.00 16 6.2 





Helme, G. W....... c3 2.6 10.5 53.6 52.8 61 


Current year’s net should parallel 
1952 results. Strong finances permit 
liberal dividend payout. 


43 1.90 





Lig. & Myers........ BI 141.4 603.0 33.3 48.5 91 


Promotion efforts broadening sales 
and more favorable industry condi- 
tions point to higher 1953 net, as- 
suring duplication 1952 dividends. 


1.13 5.11 5.00 76 6.5 





Lorillard (P.) ...... c2 214.5 92 11.1 41 


44 2.01 1.50 27 5.5 Has advanced its industry status by 
roduct diversification. Brighter out- 
ook augurs higher 1953 net, wid- 


ening dividend coverage. 





Philip Morris...... C2 82.32 31491 82 7.6 923 


Introduction of king-size Philip 
Morris strengthens competitive po- 
sition. Lifting of price controls should 
help materially in protecting div. 


1.222. 4.131 3.00 50 6.0 





| Reynolds Tob. ‘B’ 81 205.1 881.4 4.4 5.0 68 


Is trailing in the competitive battle. 
Current year’s net, however, should 
improve as result of recent price 
increase, and provide good divi- 
dend coverage. 


70 2.90 2.00 46 4.3 





U. S. Tobacco...... c2 78 ot 629 37.5 .30 


Good snuff business profits im- 

aired by efforts to promote other 
ines. Thin dividend coverage in 
1952 creates uncertainty as to fu- 
ture rate. 


.33 1.28 1.20 19 6.3 











| 1—Year ended March 31, 1953. 


2—Quarter ended March 31, 1953. 


3—Quarter ended March 31, 1952. 
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aA Ithough there are still some spotty conditions 
in the textile industry, there appears to be grounds 
for the belief that somewhat better times are in 
store for cotton, the synthetics, and wool. 

The industry as a whole has already achieved 
progress in its climb from the low point to which it 
had sunk in the first half of last year. Conditions 
then were largely the aftermath of inflationary ex- 
cesses brought on by scare buying followed by the 
stepping-up of production beyond normal require- 
ments. Inventories, as a result, became burdensome. 
Price cutting was a frequent occurrence. By the 
beginning of the third quarter, however, demand 
began to improve but not sufficiently to offset the 
first half’s dismal results. The industry closed 1952 
with generally lower earnings. 

Developments in the later months of the year, 
however, laid the foundation for a more profitable 
1953 first quarter for a number of textile companies, 
but the uptrend was not universal throughout the 
industry. However, more improvement is looked for 
through the balance of the year. This estimate is 
based on indications of prices remaining stable and 
the better inventory situation, in contrast to the 
high volume with which the industry was wrestling 
through a good part of 1952. 

The cotton textile trade is particularly hopeful as 
to the immediate future. In its annual survey, re- 
leased only a couple of weeks ago, The Association 
of Cotton Textile Merchants of New York, voices 
the opinion that while the recovery has been gradual 
and highly selective, in sharp contrast to the feverish 
activity featuring the upturn in the 1950-51 period, 
“it continues to exhibit a healthy and reasonable 
balance under more normal conditions of competi- 
tion.” The outlook indicates an unusually sound and 
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orderly prospect for good business, with steady con- 
sumption and well maintained inventories. Still, 
there are other developments that command the 
attention of the cotton textile mills. One of these 
is the greater competition from paper as a substi- 
tute for bags formerly made of cotton fabrics or 
burlap. Also of significance is the reduction in the 
amount of cotton tire cord and fabric from 289 mil- 
lion pounds in 1951 to 136 million pounds last year, 
a loss of almost 53 per cent. Over the same years, 
output of rayon and nylon tire cord increased from 
314.7 million to almost 392 million pounds. On the 
other hand, there have been substantial gains in the 
production and markets in cotton rugs and other 
floor coverings, as well as the material upturn in 
print cloth fabrics, the gain in this material being 
11.6 per cent or 155 million linear yards in 1952 over 
the preceding year. This latter increase is especially 
heartening to the cotton textile producers as it points 
up the strong demand from the apparel trades and 
consumer preference that has developed by new 
textures, finishes and designs. 

Probably a fair portion of this recovery can rightly 
be attributed to the Cotton Council’s around-the- 
calendar campaigns to promote the output of the 
cotton textile mills. Aware of the fact that there is 
a constantly expanding interest by both men and 
women in sports and leisurewear, these campaigns 
have established a reputation for cotton fabrics in 
many style fields, and have made some inroads in 
markets dominated in the past by other synthetics, 
particularly rayon and acetate fibers. Last year, pro- 
duction of cloths from these fibers was in smaller 
volume than in any of the postwar years, output 
being less than one billion linear yards, or about 
equal to that of 1939. Such a decline is somewhat 
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startling considering the growth in population over 
the 14-year period, but then it must be borne in mind 
that nylon has come up fast and along with other 
synthetics have gone far in displacing rayon and 
acetate in some fields. 

The rayon and acetate fiber manufacturers ap- 
parently do not regard 1952 cloth output as being 
of especial significance. The United States is by far 
the world’s biggest producer of rayon and acetate, 
the greater portion of which is viscose high tenacity 
(tire) yarn. Domestic output of this yarn in 1952 
was 69 per cent of world total, compared with 64 
per cent in the previous year. The current world 
potential capacity is placed at 4.3 billion pounds of 
rayon and 789 million pounds of acetate. The esti- 
mated capacity of non-cellulosic fibers is around 466 
million pounds. The latter group includes such syn- 
thetics as Nylon, Orlon, Dacron, Acrilan, Vicara, 
Saran, and others, including the glass fibers. By the 
end of 1954, these capacities will have been enlarged 
by a total of approximately 786 million pounds, with 
practically all countries scheduling material increases 
in rayon and acetate capacity. 

Events my prove the necessity for this greater 
output. Shipments of rayon and acetate by United 
States producers, since the beginning of the current 
year, have shown almost consistent monthly gains. 
In the first five months, total shipments amounted to 
510 million pounds, up by 21 per cent from the 





amount shipped in the corresponding months of 
1952. There is no way of telling but possibly some 
of this gain in rayon and acetate is the result of 
promotion efforts by the rayon mills. Taking a leaf 
from the book of the cotton textile mills that sup- 
port the National Cotton Council, American Viscose, 
American Enka, Industrial Rayon, duPont, and a 
number of others have sponsored the Rayon Infor- 
mation Center that has launched a program of edu- 
cation pertaining to rayon aimed to reach consumers 
and mills, retailers and garment manufacturers. 

In all probability, other divisions of the synthetic 
fibers industry will follow along the same path, thus 
hastening consumer acceptance on a wider scale of 
synthetic fiber products or a blend of these fibers 
with cotton or wool. Usage will prove a number of 
things, one of these being which synthetic for which 
purpose. In recent years, development of synthetic 
fibers have followed one after another in rapid 
fashion. Right now, those that have gained promi- 
nence are duPont’s Orlon and Dacron, Virginia- 
Carolina Chemical’s Vicara, Dow Chemical’s Saran, 
Union Carbide & Carbon’s Dynel, Chemstrand Corp.’s 
Acrilan and American Cyanamid’s X-51, aside from 
rayon, acetate and nylon. All of them will eventuaily 
find their place either in men’s, women’s and chil- 
dren’s clothing, upholstery fabrics, household goods 
and scores of other uses. Good strides have been 
made so far in many (Please turn to page 464) 







































































Position of Leading Textile Companies 
——Net Sales — % Liquid Assets — Net Per Share——— 
Ist Full to Net Full Indicated 
Quarter Year — Working Capital — Ist Quarter Year Current Recent Div. 
1953 1952 1951 1952 1952 1953 1952 —siODiiv.. Price ‘Yield COMMENTS 
——(Millions) ————————_- 
: ° ° A : Y 1 4 4.6% 1st quarter operations hampered by work 
— = eres. | 57.7 $235.1 103.6% 703% $ 95 $ .84 $4.88 $2.00 3 fo amen bee ee ae 
ating net, providing ample dividend coverage. 
American Woolen . 18.4 111.8 15.5 13.6 (d)1.18 (d)2.45 (d)7.39 21 Profit margins continue under pressure. No 
e immediate improvement looked for. Divi- 
Rating C3 dend resumption unlikely. 
Beaunit Mills .............. 21.25 78.84 27.4 36.2 (d) 015 26° 31 18 Fiscal year’s 4th quarter net indicates im- 
Rating D1 provement. No dividend in sight, but stock 
ating worthy of retention. 
Belding Heminway .... 6.3 21.1 2.1 4.2 18 1.10 65 11 5.9 Gain in 1953 first quarter indicates im- 
Rating C2 provement in current year from $1.10 a 
share earned in 1952. Modest dividend 
well covered. 
Blumenthal (S.) & Co... 6.0 25:7 15.7 16.9 (d) .001 1.45 1.00 2 th Modest Ist quarter improvement pressages 
Raitng C2 1953 gain over last year’s net, again amply 
9 protecting $1 a share annual dividend. 
Botany Mills .............. 11.0 42.4 5.3 6.0 (d)1.28 (d) .26(d)11.60 4 New management may bring about some 
= 2 improvement, but some time will probably 
Rating D! elapse before common has earning power. 
Burlington Mills .......... 98.3 320.2 34.5 24.0 36 1.09 .60 13 4.6 Diversified and expanding position hold 
ing C2 promise over long-term. 1953 earnings 
Rating should be ample for reduced dividend 
needs. 
Cannon Mills .............. 49.0 198.8 69.7 56.1 na. na. 3.70 3.00 46 6.5 Improved trade conditions brighten 1953 
Rating B2 outlook. Earnings and strong finances pro- 
ating tect current dividend. 
Celanese Corp. of Am. 44.5 166.7 59.4 44.4 (d) .04 iF V0 2% 38 Improved Ist quarter net and greater sales 
Rati Cl effort promise improved earnings this year. 
ating Likely to maintain 25¢ quarterly rate. 
Cluett Peabody .......... 20.6 74.0 13.5 36.5 55 +150 397 2.00 32 6.2 Sizable gain in Ist quarter net indicates 
Rating C2 satisfactory year with dividend earned 
ating twice over. 
Cane MING «.<../26:66.00 47.7 173.7. 56.5 41.3 58 2.27 160 24 6.46 Ist quarter sales and earnings gains ex- 
Rating Cl pected to be maintained through the year. 
ating Current dividend secure. 
(d)—Deficit. 1—Quarter ended Feb. 28. 5—4th Quarter, March 31 fiscal year. 9—6 months ended March 28. 
n.a.—Not available. 2—Plus stock. 6—Year ended August 31, 1952. 10_Year ended Sept. 30, 1952. 
3—Paid in Indian Head Mills stock. 7—9 months ended May 31. 11—Year ended June 30, 1952. 
4—Year ended March 31, 1953 8_6 months ended approx. April 30. 12_Directors omitted dividend 6/23/53. 
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Position of Leading Textile Companies (Continued ) 














——Net Per Share——— 
Full Indicated 


Ist Quarter Year (Current Recent Div. 
1952 1953 1952 ~—sCODiiv.. Price Yield 


COMMENTS 





447 «587 ~=478 30 9 - 22 


Stronger tone in cotton textiles should be 
reflected in improved net for 1952-53 fiscal 
year. Likely to maintain 30¢ annual div. 





n.a. n.a. 46 1.00 12 83 


Interim earnings figures not available, but 
on basis of upturn in textiles should show 
1953 improvement. 





02 12 m2... 9 


Shows improved net for Ist quarter, de- 
spite strike and moving of equipment 
southward. Outlook encouraging, but no 
early dividend expected. 





1.61 1.12 3.0211 .7512 15 10.0 


Conservatism dictated recent decision to 
amit dividend. Expects good fall clothing 
volume, but immediate dividend resump- 
tion uncertain. 





11 (d) .19 (d)1.17 asst 7 


— 


Operating costs and hosiery competition 
restricts earnings. Near-term outlook unin- 
spiring and no dividend likely. 





1.18 1.15 483 3.002 43 69 


Larger sales and net earnings in prospects. 
Current 75¢ a share quarterly dividend 
secure. 





04 06 (d) .2111 ...... 10 


Is making some recovery in earnings, but 
operates in highly competitive field. Out- 
look not encouraging. 





91 60.11 645506 620000 2676 


New lines helping in revival of consumer 
interest in carpets. Could improve this year 
on 1952 earnings. Dividend secure. 





1.10 1.67 5.16 2.10 32 6.5 


Gives promise of setting 1953 sales records 
with earnings again providing wide divi- 
dend coverage. Declared extra recently. 





61 65 244 #+1.20 13 9.2 


Is showing stability of earnings with indi- 
cations 1953 net will surpass 1952 results. 
Dividend should hold. 





54 ao 240 405 “25 42 


Ist quarter results show earnings uptrend 
generating confidence of continued im- 
provement that has lead to declaration 
of interim dividend. 





na. na 671 3.00 61 49 


Late sales and earnings figures lacking. 
Likely to duplicate or better 1952 net that 
was twice dividend needs. 





(d) .26 10 (d)1.24 7 


Could conceivably show improvement in 
1953, but hardly sufficient to justify expec- 
tation of a dividend payment. 





{Millions) 
Net Sales — % Liquid Assets — 
Ist Full to Net 
Quarter Year — Working Capital — 
1953 1952 1951 1952 

Consolidated Textile .. 4.3 12.8 87.3 32.5 
Rating D2 

Dan River Mills............ 20.3 A | Ss 6.7 
Rating C2 

Duplan Corp. .............. 5.9 26.0 29.4 28.8 
Rating D2 

Goodall-Sanford ........ 20.3 63.6 9.8 21.0 
Rating C2 

Gotham Hosiery ........ 2.3 10.4 21.1 19.4 
Rating D3 

Industrial Rayon ........ 18.7 67.9 105.8 91.7 
Rating B2 

Kayser (Julius) & Co... 5.0 21.0 12.5 10.0 
Rating C3 

Lees (James) & Sons... 18.0 65.2 33.0 34.8 
Rating C2 

Lowenstein (M.)&Sons 76.9 173.0 8.2 12.8 
Rating B2 

Mojud Company ........ 4.5 17.7 43.6 46.1 
Rating C2 

Pacific Mills.................. 28.8 111.0 11.9 12.5 
Rating Cl 

Pepperell Mfg. Co....... n.a. 76.2 16.8 48.0 
Rating B1 

Powdrell & Alexander 4.3 15:9 (29.7 14.7 
Rating C3 

Rayonier, Inc. ............ 18.7 78.2 50.6 43.1 
Rating B2 


1.32 1.18 490 150 26 5.7 


Slight dip in Ist quarter net expected to 
be recovered in subsequent quarter. 1953 
earnings likely to match good 1952 results. 
Dividend secure. 





Reeves Brothers, Inc... 15.4 71.3 125 14.9 
Rating Cl 


46 46 2.0711 120 14 85 


1952-53 net far short of previous year’s 
figure, just about covering dividend needs, 
but recovery discernible. 





Robbins Mills Inc......... 14.8 57.9 19.0 23.9 
Rating C2 


(d) .07 27 (d)1.25 60 16 3.7 


1952 deficit reflects competitive pricing 
and new plant expenses. Improved March 
1952 quarter provided coverage for cur- 
rent dividend. 





| Stevens (J. P.) & Co..... 172.58 387.1 16.3 15.4 
Rating B1 


1.618 1,098 2.27. 2.00 27 7.4 


Increased sales and better margins, to- 
gether with economies should lift 1953 net. 
50c quarterly dividend likely to continue. 





Textron Ine. ................ 17.4 98.7 29.5 17.4 
Rating D2 


(d) .19 (d) .08 (d)3.79 3 10 


Has better outlook but unlikely to produce 
earnings warranting early dividend re- 
sumption. 





United Merch. & Mfg... 78.8 255.4 9.9 9.2 
Rating Cl 


41 47 #149 #100 12 83 


Sales gains, aided by expanding outlets, 
presages improved 1953 operating profits. 
— quarterly dividend rate should 
old. 





Van Raalte Co. .......... 8.0 29.0 19.3 17.5 
Rating C1 


1.03 1.10 3.82 2.60 29 89 


Continues to uphold its good earnings 
record. 1953 net should rise from 1952 
level, widening dividend coverage. 





Wamsutta Mills .......... 8.09 138 14.3 15.0 
Rating D2 


(d) .509 269 (d).50 _...... 8 


Plagued by severe competition. Immediate 
prospects preclude any sharp earnings re- 
covery, pushing dividend resumption 
further into future. 





Wyandotte Wrstd. Co. 6.01 247 22.2 50.3 
| Rating C2 


271) 111 (1.55 40 9 44 


Ist quarter results disappointing, but could 
show improvement in subsequent months. 
Current dividend should be maintoined. 





1—Quarter ended Feb. 28. 
2—Plus stock. 


(d)—Deficit. 
n.a.—Not available. 








3—Paid in Indian Head Mills stock. 


4—Year ended March 31, 1953 
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5—4th Quarter, March 31 fiscal year. 
6—Year ended August 31, 1952. 

7—9 months ended May 31. 

86 months ended approx. April 30. 
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9—6 months ended March 28. 
10—Year ended Sept. 30, 1952. 
11—Year ended June 30, 1952. 
12_Directors omitted dividend 6/23/53. 
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Five Stocks 
with Unique 


Growth Prospects 


By OUR STAFF 


he rapidly changing economic panorama 
has already affected investment psychology to the 
extent of inducing more caution than has been wit- 
nessed for a considerable period. This is the natural 
accompaniment of the recent sharp decline in secur- 
ity values which affected the best-grade as well as 
the more speculative issues. During this process, 
however, it will be found that stocks representing 
companies in an assured position as to future growth 
have a comparatively preferred standing among 
investors. It is rather noticeable, for example, that 
stocks of the more dynamic growth companies have 
the double advantage of rising more substantially 
than the rest of the market when the general trend 
is upward, and of declining less than others when 
the general trend is temporarily downward. Obvi- 
ously, a considerable premium continues to be paid 
for stocks of this description, regardless of the 
market trend. 

By this time, however, some of the so-called 
“orowth” stocks have reached a point in the market 
where it would seem that future prospects have been 
fairly well discounted. Nevertheless, there are still 
some which offer substantial opportunities for long- 
term appreciation. We have listed five of these after 
careful re-appraisal of the entire field of “growth” 
stocks. These issues are thoroughly described in the 
individual comments. We should call attention, how- 
ever, to the fact that the yields on several of these 
issues is small and that, as such, they would be suit- 
able mainly for investors in the higher-income brack- 
ets. Furthermore, since the market is still in an uncer- 
tain stage, it would be wise to consult Mr. A. T. 
Miller’s market outlook as to timing of purchase. In 
order that subscribers derive the greatest possible 
benefit from the selections given, it is further sug- 
gested that they be acquired only in moderate 
amounts, averaged out over a period of time depend- 
ing on market conditions. 
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CONTINENTAL CAN COMPANY 


BUSINESS: Ranks as the second largest of can manufacturers, as well as 
being an important producer of paper containers, fibre drums, expanding, at 
the same time, on a broad scale through acquisition of facilities for the 
production of paper, cellophane, plastic and other types of bags. 


OUTLOOK: The company has shown definite evidence, year by year, that it 
is a growing enterprise in a steadily expanding industry, that of can manu- 
facture and the production of paper containers and fibre drums. From net 
sales and operating revenue of $125.6 million in 1943, its volume has in- 
creased to a 1952 record high of $476.8 million. This is an increase of 280 
per cent. In the same period net earnings have almost tripled, although the 
high rate of income taxes prevailing in recent years dim the reflection of 
these gains, but at that 1952 net profits equal to $4.22 a share for the 
common stock are in contrast to those of 1943 when they equalled $1.81 a 
share. Contributing te growth has been the company’s continuous research 
and engineering developing better containers and improved facilities and 
processes which should continue the trend to increased earnings. Among the 
major accomplishments of this work has been the development of tinless 
containers, new methods of manufacturing metal can side seams, methods 
of canning fluid milk, and the utilization of new materials for can making 
and new substitute materals for paper containers, and the producing of 
fibre drums for the packaging of liquid products.. Simultaneously, Conti- 
nental has developed further in the way of plant facilities. As a result 
of its capital improvement program, substantial additional capacity has 
been made available for the manufacture of paper at the Hopewell plant; 
a new fibre drum plant in California, and new can plants at Omaha, 
Nebraska and Vancouver, Canada, are expected to be contributing to 
revenue before the end of 1953. The current year will also record full 
benefits from the Betner bag division which was acquired late in 1952. 


DIVIDENDS: Has an unbroken record since 1915, payments including several 
substantial stock distributions. Recently increased cash payments to 60¢ 
quarterly. 


MARKET ACTION: Recent price of 5134, compares with a 1952-53 price 
range of High—525s, Low—4134. At current price the yield is 4.6%. 


COMPARATIVE BALANCE SHEEf ITEMS 






3 1952 Change 
(000 omitted) 

Cash & Marketable Securities $ 27,164 $ 34,829 4+$ 7,665 
Receivables, Net ey 17,738 27,879 + 10,141 
Inventories ........ er Sate ee 37,244 80,147 + 42,903 
Other Current Assets bpeaneesisice sae 094 1,150 + 1,056 
TOTAL CURRENT ASSETS ......... 82,240 144,005 + 61,765 
Net Property .......... eaten 64,381 148,711 + 84,330 
RNIN oo son capi catcoccpacges 3,975 7,016 + 3,041 
NN IN 65.60 cakecacasecaddascsskectadensae ; 1,661 3,145 + 1,484 
NRIUNE MEO os cscsscsasicreseccoscasavccicsaceccsessateaccexn “NOE $302,877 +$150,620 
LIABILITIES 

Current Debt Payable ...... el ae A ene : $ 4,550 4+$ 4,550 
I III 055 jncoassccscecsscengesaianoroins ese $ 3,909 25,294 -+- 21,385 
Accruals Pee oa ised nttaa sieaasngasesea tts eLiad 1,290 252 —< ,038 
Tax Reserve ......... a ee eneNadsapecsvesonectaeiens 5,780 16,271 + 10,491 
TOTAL CURRENT LIABILITIES ................ 10,979 46,367 + 35,388 
GIN MINIIE 6. cscs sccssccccnccinscsvcicessesccess 974 283 = 691 
RI i521 ah scsccehasacebicnseticuehasiecemmanine 4,099 13,918 + 9,819 
Long Term Debt ...... 35,000 61,565 + 26,565 
Preferred Stock ...... cde 25,450 + 25,450 
Common Stock ........ 57,079 63,445 + 6,366 
oe 44,126 91,849 + 47,723 
TOTAL LIABILITIES .... $152,257 $302,877 +$150,620 
WORKING CAPITAL .. $ 71,261 $ 97,638 +$ 26,377 


Pe a ee 3.1 





150,000 - no par 
. $4.25 Cv 2nd Pfd: 92,986 - no par—— 
Common: 3,304,062 - $20 par___ 

; Dec. 31—— 
































































































































































































































































































































































































































































































— TCORNING GLASS WORKS| GLW- — -FOOD _MACHINERY __ FDM 
SaTES (EA jt se (2 an RETIRES Mea! CEE Saal : : Adjusted ia 
PIERS SETS GORE) EREES: | x —Food Packing Equip.-}——— Price Range —+}— 
5 as Sa a 7 ea CRD a st (a) tomas sas sen ee 1929 - 1935 ——T 
Eres PRE ES i me peal Fe) oat High - LBB 
—_—— FIST (AUER GOES ro << MPRTIES if cs — es Low — 4 
70 
eae Funded Debt: $10,000,000 1} i i 
———T—— Minority Interest: $365 ,9537——— att + = SRE ESTES Se 5 ae Ea tom 
Shs. $3.50 Pfd: 41,000 - $100 par. it OD a a 
Shs. $3.50 | 50 Pfd (1947 Ser.): 43,500 - $100 parj————} 4 ——-f——— rv eres { 
Shs. Common 2,659,008 - 2 - it = fo. | 
Fiscal Year: id en aa fy CS? EM 3 esas] SOE : | 
SOENS EEEERES Se: = : SEEN Ieee = sre 1 ae) Liaw oe 4 i 
someasnsiagly 4 ae Pury . |) 2 ae a 
mE == = SS SS SO SS Se * SE SSeS ee 
SS SS SSS ===> 7 SS SS 
ae TEE an eee Sees eee ; oi a miu = a 
SR ETE. WORT. PSF mn a Rees a> pasties what Aim ELE De i} <= = es i T 
ons ee: Som A aera aod beara Ea tint as == {i we : t 
=e A (Se SR SARA. “ “At Ltt pees He ‘4 yr" oi SSS URES 5 a J if 
= = ==. ool » re ———}Funded $51,019,465} 
SOI SES LSSTESS oe eee PTE : a cas a —{Sns., 386 P Pta: 104,912 - $100 par—-}— 
Se SEE a 1 pay 9 - Shs. 34% Cv Pfd: 68,836 - $100 par = 
eae: e ae |. Shs. Common: 2,952,670 - $10 par —{— 
aE : aE a —j ares : 3 j (Fiscal Year: Dec. 31} 
———} THOUSANDS OF SHARES_{ — ——F 9 = THOUSANDS OF SHARES = Plus us Stock =I —f—— 
ae CK SS TESS Oe 5 ae Fi aa — | iti in 
tt dt “tH i —- i 10 f aaadlalaahdan aadaadlallan fh rTP I walle 
1942 1943 1944 1945 1946 1947 1948 1949 1980 1951 1952 1953 | 1942 1943 1944 1945 1946 1947 1948 1949 1950 1951 1952 i 
.86 1.00 | .73 1.25 | 2.56 | 6.53 | 3.70 |E3.75 | 1,80 | 1.85 | 3.48 | 3.36 | 3.21 | 4.48 | 2.34 [1.73 | 3.34 | 4.01 | 3.41 | 
-50. |= .50 | .50 .50 | 1.00 | 2.00| 2.00 | 2.00 | |lowf .70 | .70 -70 | .88 .90 | 1.00 | 1.50 [*1.00 | 1.128] 1.25 | 2.00 | 
8.1 14.1 | 11.3 13.2 | 16.9 | 15.6 | 18.0] 16.3 | 24.7 \WkeCapgmi@ 12.7 | 12.8 | 17.5 [ 22.5 | 21.9 | 37.8 | 48.2 | 50.0 | 49.1 | 69.1 | 79.5 |Me 





























CORNING GLASS WORKS 


BUSINESS: Basically, Cornnig Glass is a developer of techniques in the 
creation and manufacture of glass having the qualities of chemical stability, 
electrical resistance and mechanical strength, for use by indusry, laboratories, 
aviation, railroads, and for household utensils, the latter sold under “Pyrex” 
and other trade names. 


OUTLOOK: The earnings record of Corning Glass over the last decade 
clearly shows the growth characteristics of its business. Within the 10 year 
period, net sales have grown from $51 million in 1943 to $126.4 million 
in 1952. These figures, however, are significant only insofar as they illustrate 
the potentialities. Thereby, increases in sales should be more rapid in the 
next decade. This is due to the rapid technological developments in two 
areas: fibreglas for which new uses are rapidly expanding; and the newer 
fields applicable to electronics and chemistry. In electronics, particularly, 
there is still a virtually untapped field. Favorable prospects are tied up 
especially with the two affiliates, Owens-Corning Fibreglas and Dow Corn- 
ing. The rapid growth possibilities in the general field are illustrated by the 
fact that sales of Owens-Corning have already reached $100 million annually 
though it was formed as late as 1938. Dow Corning, jointly owned with 
Dow Chemical is also witnessing an impressive and rapid growth in sales 
and it is expected that in 1954 sales will amount to $50 million, three times 
the volume in recent years. There is also an associaion with Pittsburgh Plate 
Glass through joint ownership of Pittsburgh Corning. Thus far, the parent 
company has followed a policy of allowing earnings of the affiliates to be 
reinvested which is the normal process of rapidly growing companies. Hence, 
current dividends play a small part in considerations of investment value for 
the stock. As soon as the affiliates’ needs for financing new projects is les- 
sened, the parent company will enjoy increased revenue through increases in 
dividends from these sources. 


DIVIDENDS: Payments are at the rate of $2 annually which is covered almost 
twice without consideration of undistributed earnings of affiliates. 


MARKET ACTION: Recent price of 75 compares with a 1952-53 price range 
of High—7914, Low—66'2. At the current price, the yield is 2.6%. 


COMPARATIVE BALANCE SHEET ITEMS 





December 31 
1944 1952 Change 
(080 omitted) 

Cash TE jo! $ 12,306 +$ 8,471 
Marketable Securities Raninanpcsbinscbin 4,033 16,422 + 12,389 
Receivables, Net ‘ 3,875 10,756 a 6,881 
Inventories c snes ge 6,426 16,225 + 9,799 
TOTAL CURRENT ASSETS ............ 18,169 55,709 -+- 37,540 
Net Property 9,031 41,946 + 32,915 
Investments 5,587 6,660 + 1,073 
Other Assets 1,872 1,320 552 
RINE REED os ncisevesesssssesesuestvsenseatassssnepbonsbsbogs $ 34,659 $105,635 +$ 70,976 
LIABILITIES 
nes PRIS o.....500556sicerctsersenes .. $ 1,188 $ 4,827 +$ 3,639 
Accruals SEN 2,832 6,718 + 3,886 
Tax Reserve scnaieanech baad 6,003 19,432 + 13,429 
TOTAL CURRENT LIABILITIES ................ 10,023 30,977 + 20,954 
Other Liabilities ; 53) 366 -- 172 
Reserves P 2,551 ob 999 
Long Term Debt 10,000 + 8,029 
Preferred Stock ................... 8,510 + 8,510 
Common Stock .......... 13,295 + 6,788 
Surplus 39,936 + 25,868 
TOTAL LIABILITIES . $105,635 +$ 70,976 
WORKING CAPITAL $ 24,732 +$ 16,586 
CURRENT RATIO BeNToe™ ~ 6 Cas 





452 























FOOD MACHINERY & CHEMICAL CORP. 


BUSINESS: There are two main divisions: manufacturing of miscellaneous 
equipment used in agriculture and food processing, and industrial chemicals 
into which the company entered in an important way through the acquisi- 
tion in 1948 of Westvaco Chemical Corp. and more recently, Ohio-Apex, Inc. 
and Buffalo Electro-Chemical Co. 


OUTLOOK: While the company has long been an established factor in its 
basic field of manufacturing equipment for many different agricultural and 
related purposes, its large-scale extension into industrial chemicals forms a 
major step in its growth and this will probably account for the largest share 
of future progress in the years ahead. Of more current interest, however, 
is the fact that the company has been making records in sales and net profits. 
In 1952, billings were $223 million, a very large jump from the $151 maillion 
of 1951 and $101 million of 1950. A good part of the increase was regis- 
tered in the form of supplying military requirements of the government and 
in 1952 this amounted to almost 28% of revenue. Noverheless, civilian 
products gained 9% over the previous year indicating that the growth is 
fundamental, without regard to the temporary stimulus of defense business. 
Due to the increased amount of stock outstanding, higher costs and taxes, 
especially the excess porfits tax, net earnings were $3.41 a share compared 
with $4.01 a share in 1951 and $3.34 a share in 1950. Elimination of the 
excess profits tax which amounted to $12.3 million in 1952 would be equiva- 
lent to a savings of some $4 a share on the common stock but this is to 
some extent theoretical since any radical falling off in military orders would 
reduce the amount of excess profits and therefore the amount that could be 
saved through the lapsing of this tax. In any case, the company is making 
excellent progress with its new products and this is more important for the 
long pull than any temporary question of taxes 

DIVIDENDS: The rate is 50 cents quarterly and can be maintained in view 
of the strong earnings base and adequate financial position. 

MARKET ACTION: Recent price of 34, compares with a 1952-53 price range 
of High—56%, Low—337%. At the current price, the yield is about 6%. This 
is an unusually high yield for a stock in the “growth” category. 

COMPARATIVE BALANCE SHEET ITEMS 










Sept. 30 Dec. 31 
1943 1952 Change 
(000 omitted) 

Cash & Marketable Securities dadeisvtsiceese $ 28,203 +$ 19,706 
Receivables, Net . PEARS 8,459 36,196 + 27,737 
Inventories .. viet Voce 14,796 53,258 + 38,462 
Other Current Assets : , 635 + 635 
TOOUIAL ROURREIET PRSSENS: oo ocsocésccsccossvsscseocsessecess 31,752 118,292 -+- 86,540 
Net Property .. 83,714 + 79,481 
Intangibles .......... 9,451 + 9,451 
Investments ............ 1,080 ot. 835 
Other Assets ....... 1,193 — 1,003 
TOTAL ASSETS . $213,730 +$175,304 
LIABILITIES 
ee Te ID anon ons voice decceceec teens $ 5,000 $ 6,410 +$ 1,410 
Accounts Payable 4,285 21,072 -+- 16,787 
Accruais. ..................... : 1,021 4,482 4 3,461 
a OS SATE Fer one ODE errr OER 8,593 6,734 — 1,859 
TOTAL CURRENT LIABILITIES ...... 18,899 38,698 1 19,799 
Other Liabilities 229 4,364 + 4,135 
Reserves ...............0... 2,209 3,913 4+ 1,704 
Long Term Debt ................ 3,800 51,019 -+- 47,219 
Preferred Stock ... 17,375 -+- 17,375 
Common Stock . 4,267 29,656 + 25,389 
MN origi sasintiss skscsesunsonsosen 9,022 68,705 + 59,683 
TOTAL LIABILITIES ....... $ 38,426 $213,730 +$175,304 
WORKING CAPITAL ... $ 12,853 $ 79,594 4-$ 66,741 
PIT RUN cise. cssscnesesenesconysactsccscsesonccsee 1.6 + 1.4 
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MATHIESON CHEMICAL CORPORATION 


BUSINESS: Produces a wide variety of organic and inorganic chemicals; is 
an important element of the agricultural chemical and specailty business, 
and through its Squibb Division is a producer of pharmaceutical products, 
antibiotics, medicinals, biologicals as well as cosmetics and toiletries. 
OUTLOOK: From being primarily a regional alkali producer operating three 
plants, Mathieson, within the last six years, has developed not only as a 
major factor in its original business but has greatly diversified its activities. 
Through 16 plants located in 12 states it is producing a wider variety of 
basic chemical products than any other company in the chemical industry. 
Among its products are caustic soda, chlorine, sulphuric acid, ammonia and 
many others, one or more of which are basic materials in manufacturing and 
other industrial operations. Its Squibb Division operates three plants pro- 
ducing antibiotics packaged pharmaceuticals medicinals and home necessi- 
ties as well as a line of toiletries, cosmetics and perfumes, the latter under 
the name Lentheric. Reflecting the company’s growth net sales for 1952 
reached $147 million as compared with $91 million in 1951 and $24.6 mil- 
lion in 1947 the year in which the company launched itself on its dynamic 
expansion campaign. Net earnings for 1952, including only two months of 
Squibb operations were equal to $3.44 a share for the common stock. 
Neither do the 1952 figures reflect the full earning power of the new 
McIntosh chlorine plant put into operation only last September, nor the 
Morgantown ammonia plant and the Doe Run hydrocarbon plant that did 
not get into full production until the year wore on. Progress made since then 
is indicated by first quarter 1953 net sales of $60.5 million with net per 
common share at 82 cents, compared with 60 cents a year ago. Before the 
year is out, Mathieson expects to have other new plants in operation and 
new products on the market, adding impetus to sales and earnings uptrend, 
while extensive research continues to broaden the base for further growth. 
DIVIDENDS: Payments have been maintained without interruption since 
1926. The current dividend of 50 cents a share quarterly has been paid 
since 1951. 
MARKET ACTION: Recent price of 36 compares with a 1952-53 price range 
of High—4914, Low—3712. At current price the yield is 5.5%. 

COMPARATIVE BALANCE SHEET ITEMS 














December 31 
1943 1952 Change 
(000 omitted) 

Cash & Marketable Securities .......... $ 5,794 $ 16,956 +$ 11,162 
Receivables sitia 1,713 35,383 + 33,670 
So es te 2,282 49,270 + 46,988 
TOTAL CURRENT ASSETS ....... 9,789 101,609 + 91,820 
Gross Property * eT 201,840 P 
Investments 912 7,953 + 7,041 
Other Assets 1,086 8,734 + 7,648 
TOTAL ASSETS ...... $ 27,461 $320,136 -+$292,675 
LIABILITIES 
Current Debt Payable : $ 4,759 +$ 4,759 
Accounts a - ~ § 735 12,025 -+- 11,290 
Accruals : Wate 6,490 + 6,490 
Tax Reserves 1,847 1,176 — 671 
TOTAL CURRENT LIABILITIES 2,582 24,450 + 21,868 
Other Liabilities .. 319 ~ 31 
Reserve for Deprec.. = , Obsol. & Depl. bj 70,412 
Other Reserves 742 3,148 } 2,406 
Long Term Debt .... 80,514 + 80,514 
Preferred Stock 18,000 + 15,622 
Common Stock 27,199 + 11,735 
| TS ae ee Seas 96,413 + 90,437 
TOTAL LIABILITIES $320,136 +$292,675 
WORKING CAPITAL ...... $ 77,159 +$ 69,952 
CURRENT RATIO ....... 4.1 L 2 


*—Net Property a/c : 
t—Not comparable with 1952 on account of corporate changes in 
intervening period. 


JULY 11, 19523 


MINNESOTA MINING & MANUFACTURING CO. 


BUSINESS: The basic business of this company is the manufacture of “Scotch” 
tape for which it is world-famous. Approximately 42% of total sales is 
accounted for by this product. The next most important product is coated 
abrasives which accounts for 18% of sales. In recent years, it has expanded 
into the highly important field of magnetic tape which, it is held, may 
revolutionize T.V. 


OUTLOOK: The company has true ‘’growth” characteristics, not merely with 
regard to the steady increase in volume of sales but more particularly be- 
cause of its extensive activities in research. In 1953, research and new 
product development will cost almost $6 million, or about 3% of sales. This 
is an exceptionally high figure but continuation at this rate would prac- 
tically ensure further growth. In other words, this is a long-term policy and 
the sum for experimentation etc. is likely rather to increase than decrease. 
The company is exeremely active in promoting new uses for existing products. 
Among recent such defelopments are: “zipper” tape for packing cartons, 
acetate plastic ribbon for gift wrappings and a new system for putting 
photographs on aluminum plate. The magnetic tape, previously alluded to, 
may do away with the use of film in projecting TV pictures. This, of course, 
would be of the utmost importance to the company. It is expected that sales 
this year will reach a new high of $220 million, compared with $185 million 
in 1952. On this basis, about $1.96 a share will be earned. This, however, 
does not include approximately 50 cents a share that will have been paid 
in excess profits taxes for the first half of 1953. Elimination of this tax 
should make a difference on an annual basis of $1 a share. The stock has 
always sold at an extremely high premium for its “growth” quality, with 
a low yield. As such, it would be suitable only for investors who can more 
or less dispense with income in favor of long-term capital appreciation. 


DIVIDENDS: Payments are at the rate of 25 cents quarterly. On Jan. 8, 
1951, the common was split four-for-one. 


MARKET ACTION: Recent price of 44, compares with a 1952-53 High—4812, 
and Low—39. During the period of its split in 1951, it sold as high as 54. 
At the current price of 44, the yield is about 244% but this low return is 
ignored by investors who are concentrating on the possibility of long-term 
capital gains. 
COMPARATIVE BALANCE SHEET ITEMS 
December 31 


1943 1952 Change 
(000 omitted) 
Cash . $ 4,800 $ 17,864 +$ 13,064 
Marketable Securities : 7,62 16,421 _ 8,792 
Receivables, Net 5,280 20,724 + 15,444 
Inventories 8,534 32,894 +- 24,360 
TOTAL CURRENT ASSETS 26,243 87,903 -+ 61,660 
Net Property 7,523 58,452 50,929 
Investments 735 5,041 + 4,306 
Other Assets : 1,177 1,878 a 701 
TOTAL ASSETS $ 35,678 $153,274 -+$117,596 
LIABILITIES 
Current Debt Payable ; $ 094 +5 094 
Accounts Payable $ 1,676 6,044 t 4,368 
Accruals, Exp. & Tax 10,849 6,344 - 4,505 
Tax Reserve 26,032 26,032 
TOTAL CURRENT LIABILITIES 12,525 38,514 - 25,989 
Reserves 800 —_ 800 
Long Term Debt detain 9,200 + 9,200 
Preferred Stock : 9,800 + 9,800 
Common Stock 2,884 8,545 + 5,661 
Surplus 19,469 87,215 + 67,746 
TOTAL LIABILITIES $ 35,678 $153,274 +$117,596 
WORKING CAPITAL . $ 13,718 $ 49,389 +$ 35,671 
CURRENT RATIO 2.1 23 ao aa 
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July 

Although by no means infalli- 
ble, market “percentage” has been 
much more favorable in July than 
in June. The Dow industrial av- 
erage has had some net July ad- 
vance in 87 out of the last 56 
years, some net decline in 19 
years, compared with 29 ups and 
27 downs in June. For the rail 
average the July record has been 
40 gains, 16 declines, compared 
with 30 advances and 26 losses in 
June. The substantial March-June 
sell-off this year has provided a 
technical basis favoring “‘the usu- 
al summer rise” in some degree. 
The May closing level, from which 
the record of seasonal rises (or 
rallies) is generally figured, has 
already been slightly bettered by 
the rail average at this writing; 
and the industrial average has 
rallied close enough to it to sug- 
gest a better than even chance 
that it will be bettered this sum- 
mer. 


Bonds 
We had been looking ahead to 
moderate improvement in the 


bond market. It came sooner than 
we had expected. The way was 
paved first by Federal Reserve 
open-market purchases of short- 
term Treasury obligations; and 
then more decisively by the recent 
reduction in bank reserve require- 
ments, which will increase loan- 
able bank funds by about $5.8 
billion. This is monetary inflation, 
aimed at facilitating coming 
Treasury deficit financing. The 
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effect is to ease short-term inter- 
est rates and to stabilize long-term 
rates for the near term. The 
pressure is thus off the bond mar- 
ket. Institutional and individual 
investors will buy new-issue and 
seasoned bonds with more confi- 
dence. No great rise is likely, how- 
ever, so long as business activity 
and credit demand remain high, 
for that would invite official re- 
pression via long-term Treasury 
financing, whereas present plans 
are for short-term financing. 


Stocks 

No one can say how much of 
the stock market decline from 
early January into June was due 
to the rise in bond yields, how 
much to the “peace scare” which 
certainly was an influence in 
March-April when the now dubi- 
ous Korean truce prospect was 
taken seriously, how much to ap- 
prehension about “the coming 





business recession.” But to the 
extent that rising interest rates 
were adverse to the market, elimi- 
nation of this factor should aid 
it. That is most obviously and di- 
rectly so of utility stocks. The 
prospect for utility earnings and 
dividends has remained definitely 
favorable all along, but dividend 
yields were made considerably less 
attractive by rising bond yields. 
It is not surprising that the im- 
mediate rally by the utility aver- 
age, in response to the now altered 
money-market outlook, was fairly 
sharp. As the stocks are still rela- 
tively far down from their highs, 
the recovery should go further. 
No marked selectivity is likely, 
since the considerations that have 
made for decline, and that suggest 
improvement, are general. Among 
the many sound issues for invest- 
ment are American Gas & Elec- 
tric, Boston Edison, Common.- 
wealth Edison, Cleveland Electric, 
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Emerson Radio & Phonograph 


Now York Central ........................cccccccccceee 


INCREASES SHOWN IN RECENT EARNINGS REPORTS 


NCI MINNTEN SF Lt3550 5 tose varsvcsceeeeoen ee 
Minneapolis-Moline Co. ............................ 
Houston Light & Power .............0.......00..... 
General Shoe Corp. ..................:.c:cccssseeees 
Chicago R. I. & Pacific R. Re 2... 
Texas & Pacific Rwy. ......................ccc0008 











1953 1952 
Mar. 31 Quar. $ .94 $ .64 
April 30 Quar. 1.65 -90 
12 mos. Apr. 30 1.89 1.52 
April 30 Quar. 1.12 78 
4 mos. April 30 5.52 3.67 
4 mos. April 30 8.23 4.89 
Year Mar. 31 2.25 1.23 
26 weeks May 2 91 .28 
4 mos. April 30 1.59 -04 
9 mos. April 30 3.04 1.56 

SIO PN oR SEIN Thea  O 











THE MAGAZINE OF WALL STREE! 











—_ oa EF ok PTH 


ee he ee ee kk ke a lk a i ee a ee a i, ee ”  ” (i 











to the 
_ rates 
elimi- 
ld aid 
ind di- 
3. The 
xs and 
initely 
vidend 
ly less 
yields. 
he im- 
r aver- 
altered 
fairly 
ll rela- 
highs, 
irther. 
likely, 
it have 
uggest 
Among 
invest- 
; Elec- 
mmon- 
lectric, 





TREET 














Southern Company, Central & 
South West, Ohio Edison, Pub- 
lic Service of Indiana, Consoli- 
dated Edison, Public Service of 
Colorado, and Philadelphia Elec- 
tric. 


Oils 

The recent price boost in crude 
oil and the boosts in prices of re- 
fined products will aid 1953 oil 
earnings considerably — if they 
hold. They were justified by 
higher costs; but supplies were 
already ample in the case of crude 
oil and all products, and excessive 
in that of light fuel oil. Over-all 
consumption of oil products is 
highest in the heating season. 
Higher prices and improved prof- 
its in the current season of lower 
consumption certainly will not 
foster curtailment of supply, and 
is more likely to have the reverse 
effect. Supply and demand, rather 
than production costs, are the final 
arbiters of prices. If fuel oil sup- 
ply is excessive, come the next 
heating season, and general eco- 
nomic activity is lower, you may 
not have heard the last word on 
oil prices. Good oils are among the 
best long-term investments, have 
rallied fairly sharply and may 
rally more; but we would not 
reach for them here. They are un- 
likely fully to recover their ear- 
lier investment popularity, since 
it was overdone at the highs. 


New Highs 

Despite some rally in the mar- 
ket, no stock group has bettered 
its previous high; and new highs 
among individual stocks up to 
this writing have remained almost 
as rare as hens’ teeth. Four recent 
ones were American Bakeries, 
American Safety Razor, Ameri- 
can Stores and Visking Corp. 
Purity Bakeries acquired Amer- 
ican Bakeries by merger, adopt- 
ing the smaller company’s name, 





which is unusual procedure. The 
present American Bakeries is a 
new listing, with enlarged share 
capitalization, making the new 
high meaningless. Adjusting for 
the capitalization change, the 
stock, now around 29, would have 
to pass 3014 to equal the prior 
high of 3734 for Purity Bakeries. 
Strength in the highly speculative 
American Safety Razor appar- 
ently reflects some strengthening 
of its position via acquisition of 
the privately owned Pal Blade 
Company and the latter’s sub- 
sidiary Personna Blade Com- 
pany. The new high in the 
sluggish American Stores (a food- 
store chain) was by an eighth of 
a point. This is a medium-grade 
income stock. Visking is the larg- 
est maker of cellulose casings for 
sausages, etc. Its growth record 
has been good. The stock is me- 
dium-grade, fairly sluggish, not 
outstanding at 40 on a $2 divi- 
dend, yielding 5%, with proba- 
bility of 1953 earnings moder- 
ately above last year’s $4.04 a 
share, down from 1951’s $4.35. 


Speculation 

American Broadcasting-Para- 
mount Theatres, formed by mer- 
ger acquisition of the former by 
the latter, owns the largest chain 
of motion picture theaters and 
the third largest radio and tele- 
vision broadcasting networks. 
1952 net (pro forma) was $2.11 
a share, including 41 cents of 
capital gains from sale of Para- 
mount properties, or $1.70 a share 
from operations. They were $1.42 
a share in the 1953 first quarter, 
including $1.07 of capital gains, 
or 35 cents from operations. It 
may take some time for operating 
results to improve. However, the 
company is well heeled with cash, 
around $33 million; and policies 
are aggressive. Selected theaters 
are being changed over to take 
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DECREASES SHOWN IN RECENT EARNINGS REPORTS 

1953 1952 
ES £1 = ee ER OEE eee 6. mos. April 30 $1.89 $2.50 
WRRNU IE Gs (225. ocec ccs cuecaxctcassckceesscadiesareneades Mar. 31 Quar. 87 1.30 
Froedtert Corpn ...........:cccccssesssssssecceseeseeres 9 mos. April 30 -67 1.15 
Waukesha Motor Co. oo... ccecceccceeeeeeeee 9 mos. April 30 1.20 2.76 
West Virginia Pulp & Paper .................... 6 mos, April 30 4.64 5.83 
Anaconda Copper Mining ...................... Mar. 31 Quar. 93 1.27 
Hercules Motors Corp. .................:ccceceeeeeee Mar. 31 Quar. 42 75 
Dayton Pr. & Lt. CO. ............scscsssecsscccseees Mar. 31 Quar. -86 1.07 
WRIA COURS wines oj co csscccssctccseascaccescsseseses 6 mos. April 30 73 1.13 
American Bosch Corp. .................:::ccccceeeeeee Mar. 29 Quar. 19 .37 
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advantage of the popularity of 
38-D pictures; and big money is 
being spent to expand ABC tele- 
vision facilities and to build up 
quality of programs, with a num- 
ber of big-name TV personalities 
put under contract. The stock, 
now at 145%, on a $1 dividend 
basis, yielding close to 7%, might 
well have speculative potentiality 
over the next couple of years. 


EPT 


A difference of six months either 
way in the timing of EPT relief 
is a good deal less important than 
it might seem at first glance. No 
great value attaches to an earn- 
ings gain from tax relief in the 
case of cyclical-speculative stocks, 
for it figures to be largely, if not 
wholly, non-recurring. Maximum 
market value of tax-relief earn- 
ings gains should be accorded in 
cases where pre-tax income is 
likely to be little affected by busi- 
ness recession, or where long-term 
growth prospects are outstanding, 
or, in any event, where more can 
be gained from tax relief than is 
likely to be lost from business re- 
cession. Among the better-grade 
(examples), allowing for the qual- 
ifications cited, are American 
Tobacco, Dow Chemical, Eastman 
Kodak, General Electric, duPont, 
Halliburton Oil Well Cementing, 
Owens-Corning Fiberglas, Rey- 
nolds Tobacco, Scott Paper, Con- 
tainer Corp., and Union Carbide. 


Finance Companies 

Stocks of installment-finance 
and small-loan companies have 
declined from earlier highs by 
percentages substantially exceed- 
ing the fall in the Dow Industrial 
average. The reasons are (1) the 
adverse effect of higher costs of 
borrowed capital funds on earn- 
ings and on investment sentiment 
on these issues; and (2) correc- 
tion of prior advances which, 
during the two years 1951-1952, 
although not for the whole bull 
market, averaged about three 
times that of the general list. Be- 
cause of record volume, and de- 
spite higher costs, earnings of 
these companies are likely to aver- 
age at least moderately higher 
this year than last; and they are 
considerably less vulnerable to 
cyclical shrinkage in 1954 than 
are over-all business profit. More- 
over, the rise in borrowing costs 
of these companies appears to 
have terminated. Regarding vul- 
nerability, total corporate profits 
fell 51% in the 1937-1938 depres- 

(Please turn to page 472) 
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Whats Ahead por Rusiness? = 


By E. K. A. 


The rapid rise in the population of the United States, exceed- 
ing all estimates, is not a guarantee against depression—as 
has been asserted in some quarters—but it does guarantee 
that any setback in the economy will be of comparatively 
short duration. There has been much talk of “saturated 
markets” and “satisfaction of consumers’ needs,” but these 
conditions cannot exist for long in the face of an unprece- 
dented rise in the popula- 
tion. The active phases of 
the economy that sustain a 
business boom — including 
consumers’ durable goods 
of all kinds, housing, hospi- 
tals, schools, and highways 
—are closely related to the 
population trend. 

At the present time, the 
population of this country, 
including armed forces over- 
seas, is just under 160 mil- 
lion. The increase in the 
three and a half years since 
January 1, 1950, has been 
approximately 9 million. The 

rapid rise is confounding 
= the experts on population 
year trends, and has forced them 
aco to raise their estimates. Even 
after allowing for fewer 
family formations and a 
lower birth rate during the 
next few years, it now is 
estimated that the current 
decade will witness an in- 
o- crease of about 23 million 

(941 persons, as against 20 mil- 
lion during the past decade. 

Those of us who are old 
enough will remember that, 
during the decade of the 
1930's when the rate of 
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— sharply curbed as a result 

1939 of the depression, the so- 

110 called experts were main- 


taining that the population 
of the United States would 
attain its peak about 1950— 
at a considerably lower 
level than actually prevailed 
—and that the trend there- 
after would be stationary 
or even slightly downwards. 
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Numerous economists ac- 

cepted these findings and 

i NM declared that we had at- 
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tained a “mature 
economy”. 

Inevitably, those 
who make fore- 
casts are influenced 
to a marked degree Wy 
by the circumstan- 
ces surrounding 
them at the time, 
and these pessimis- 
tic forecasts cannot 
be unduly criti- 
cized. Fifteen years 
ago, the popula- 
tion rise in a num- 
ber of European 
countries had come 
to a halt, and the 
economies of these 
countries was tend- 
ing to stagnate as : | 
a result. It is just as difficult now to be objective as it was 
fifteen years ago. Accordingly, it well may be that current 
long-range forecasts of the population trend, to 1970 and 
beyond, are tipped altogether too high as a result of drawing 
too heavily on the experience of recent years. For the cur- 
rent decade, however, there is no reason for expecting other 
than an abnormally large population gain. 

Looking at productive facilities on the one hand and the 
rate of population growth on the other, numerous economists 
have begun to predict that we will be plagued with shortages 
of goods rather than surpluses in the years that lie ahead. 
This is in sharp contrast to the predictions of fifteen years 
ago of overproduction and continuing large surpluses. Our 
raw materials resources, severely drained during World War 
ll and the tremendous defense program of recent years, will 
be totally inadequate—so it is maintained—to meet the demands 
of industry geared to meet the requirements of a rapidly 
expanding population at high per capita consumption rates. 

Although our great wealth of raw materials has been one 
of the major contributing factors to the high standard of living 
in the United States, it now is being contended that we must 
increase our imports of raw materials—purchased in com- 
petition with other deficit countries whose requirements also 
are rising rapidly—or face the unthinkable alternative of a 
lowered standard of living. 

The rapidly rising population trend represents a clear 
challenge to far-sighted business men. Geographically, the 
shifts in population towards the Southwest and the Far West 
are likely to continue, although the rate may be a little slower. 
During the current decade, age groups will show widely vary- 
ing rates of change. The sharpest increase is expected in the 
10 to 19 year old group. The rate of increase also will be 
large in the 45 to 64 year old and 65 and older groups. The 
requirements of school age children and of oldsters at or near 
the retirement age will continue to increase at a rapid rate. 
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MONEY & CREDIT—The Federal Reserve has jettisoned its 
policy of keeping hands off the money market and has jumped 
into the arena with both feet, in a move designed to expedite 
heavy Treasury borrowing. By reducing the reserve require- 
ments for demand deposits held by member banks by about 
6%, on the average, the Central Bank has released some 
$1.16 billion of reserves, enough to enable the banks to ex- 
pand credit by almost $6 billion. The Treasury is faced with 
a deficit of some $8.5 billion for the fiscal year just ending, 
which is somewhat higher than had been expected and spend- 
ing will continue to top revenues for some time to come. This 
will necessitate continued Government borrowing, a situation 
that has been agitating our monetary authorities for some 
time. The recent Treasury experiment of selling a moderate 
amount of long-term obligations during a period when private 
sources were borrowing heavily, quickly depressed all fixed- 
income securities and brought a growing realization that if 
the Government was determined to take big chunks of avail- 
able credit for its own use then interest rates would rise 
rapidly and business activity in general would be adversely 
affected. The alternative avenue of expanding credit to satisfy 
all needs, was viewed with distaste as marking a return to 
the inflationary methods of the previous Administration, which 
our present leaders had so roundly denounced. The fact 
remained however that the Treasury would need some $5-$6 
billion of new money in the third quarter to cover Government 
spending. Actually, the Treasury is marketing a new issue of 
$5.5 billion in 22% tax anticipation certificates. 

News of the reduction in the reserve requirements had a 

temporarily electrifying effect on the bond market and gains 
of a point and more were fairly common. However, this was 
followed by some profit taking as investors soberly considered 
the fact that the Treasury would undoubtedly absorb most of 
the increased credit. The concensus of opinion leaned to the 
view that the Federal wished to see money rates stabilize 
around current levels and had no desire to have these rates 
decline to any extent, because such a drop would encourage 
improvident borrowing. Legitimate demand for money expands 
in the July-December period and if this does not absorb the 
supply, then the Central Bank can always mop up any extra 
funds by judicious sales from its large holdings of Govern- 
ment securities. 
TRADE—Retailers are doing a good business these days and 
total sales for the week ending Wednesday, June 24, were 
about 5% ahead of the corresponding week of 1952 accord- 
ing to estimates by Dun & Bradstreet. The high temperatures 
increased demand for lightweight clothing and cooling devices 
while Father's Day promotions were well received. Sales of 
furniture and television sets remained slow. Demand for new 
autos was running well ahead of a year ago although higher 
priced models encountered some resistance. 

Total retail sales in May for the country as a whole 
amounted to $14.7 billion, about 2% ahead of May, 1952. 
The largest advance in seasonally adjusted sales from April 
to May was the 7% rise for the general merchandise group, 
largely the result of increased activity in the soft goods sec- 
tions of department stores. Changes in other categories of 
retail stores were small. 
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INDUSTRY—Industrial output is holding on an even keel, at 
close to record production rates. The Federal Reserve Board 
estimates that its index of output will remain at 241% of the 
1935-1939 average, unchanged for the third month in a row 
and quite close to the year’s peak of 242 reached in March. 
Production now is far ahead of a year ago when output was 
adversely affected by the steel strike. Production data for 
May, 1953, shows that output by manufacturers of durable 
goods fell 2% from the previous month but this was counter- 
balanced by increases in output of nondurables and minerals. 
Production of household goods in May was 3% below April 
and 10% under March. 
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COMMODITIES—Average primary market prices advanced 
0.2% in the week ending Tuesday, June 23, according to 
the index of the Bureau of Labor Statistics which closed at 
109.5% of the 1947-1949 base. Farm products and foods 
were a bit lower on the week but the index of all other com- 
modities advanced for the first time in five weeks, principally 
because of general price increases for most finished steel 
products as well as for scrap iron, tin and gasoline. 
(Please turn to the following page) 
























































































































































Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) May 4.1 4.3 4.1 155 (Continued from page 457) 
Cumulative from mid-1940 May 504.5 500.4 453.2 13.8 NEW HOUSING STARTS amounted to 
FEDERAL GROSS DEBT—$b June 24 265.4. 267.2 258.5 55.2 | 107,000 units in May, some 3000 under 
aacar aupeeeatts April and the first April-May decline since 
the end of World War Il. The drop oc- 
Renan: Rapemn Ds Geten....- inns 17 55.0 54.9 53.9 26.1 | curred in the face of the recent increase 
Currency in Circulati June 24 29.9 30.0 28.8 10.7 in interest rates for FHA and VA mortgage 
BANK DEBITS—(rb3)** loans, a move which was designed to in- 
New York City—$b May 50.3 53.1 50.8 16.1 | duce more lenders to make housing loans. 
344 Other Centers—$b May 91.9 96.3 86.8 29.0 |Reports compiled by the Bureau of Labor 
PERSONAL INCOMES—$b (cd2) fae: 283.1 2828 2625 102 Statistics panini aa lon gr aye 
Salaries and Wages Apr. 191 199 173 66 th “ee sag h ~tol 2 a ene 
Proprietors’ | es, a a = - e decline in home building at a time 
Salis on bili hie: a 99 ven - when seasonal factors usually make for a 
Sunder feyueet nt 14 " 7 ‘ rise. However, the weather may have been 
(INCOME FROM AGRICULTURE) Apr. 19 20 20 10 i > Senne, A Saenty cent ne 
oods prevalent in some areas. On a 
POPULATION—m (e) (cb) May 159.3 159.1 156.6 = 133.8 | seasonally adjusted basis, housing starts 
Non-Institutional, Age 14 & Over—— | May 111.4 111.3 109.4 ~—-101.8 | in May were proceeding at an annual rate 
Civilian Labor Force. May 63.0 62.8 62.8 55.6 |of 1,067,000 units as compared with 
unemployed May 1.3 1.6 1.6 3.8 | 1,174,000 in April. 
Employed May 61.7 61.2 61.2 51.8 
In Agriculture May 6.4 6.1 7.0 8.0 * k * 
Peso ad te = a bo Foreign countries have increased their 
waite ley 21d. agg. [GOLD AND DOLLAR ASSETS by $753 
Ma ' million in first quarter transactions wi 
eensihintainiiasninmlies ! ci — = 1-82 | the United States, according to Commerce 
EMPLOYEES, Non-Farm—m (Ib) Apr. 48.8 486 47.4 37.5 |Department data. During the correspond- 
Government Apr. 6.6 6.6 6.6 48 | ing period of last year these countries had 
Factory Apr. 13.8 13.8 12.9 11.7. |a $400 million attrition of such assets. 
Weekly Hours Apr. 40.8 41.1 39.8 40.4 |Nearly half the rise in the first quarter 
Hourly Wage (cents) Apr. 175.0 175.0 1650 77.3 | was accounted for by the sterling area, a 
Weekly Wage ($) Apr. 71.40 71.93 65.67 21.33 | sharp turnabout from the situation a year 
ago when that area lost more than $400 
PRICES—Wholesale (Ib2) June 23 109.5 109.3 111.2 66.9 million. For the twelve months ending 
Retail (cd) Apr. 207.9 208.2 209.7 116.2 | March 31, 1953, the total increase in for- 
COST OF LIVING (Ib3) line 1140 1137. «113.0 65.9 = holdings of gold and dollars accruing 
Food May 12.1 #1115) «(1143 64.9 rom transactions with the United States 
Clothing ew 1047 104.6 ~=—«1058 59.5 | amounted to $2.3 billion. Contributing to 
aes a 123.0 1221 4117.4 397 | the improvement in the foreign dollar posi- 
tion were military aid expenditures by this 
RETAIL TRADE—$b** country of over $2 billion in the year end- 
Retail Store Sales (cd) May 14.4 14.4 13.9 4.7 |ing in March plus economic assistance of 
Durable Goods May 5.2 5.1 49 1.1 | close to $1.8 billion. 
Non-Durable Goods May 9.3 9.2 8.9 3.6 
Dep't Store Sales (mrb)__ | May 0.88 0.81 0.82 0.34 * * * 
Consumer Credit, End Mo. (rb2)______ | Apr 26.2 25.7 20.9 9.0 NEW ORDERS FOR MACHINE TOOLS 
MANUFACTURERS’ declined again in May and the index of 
Rew Crate) To =| tho naa as |, orders comple bythe Natal 
re one — ns te Hered “sy 247.2% of the 1945-1947 average from 
Mime ya ggaeen Poll we 26 NS 78 1976.8 in April and 284.6 in May, 1952 
— — ee ° ° . ° “ i “4 z 
pre reg — i a ora ws ee Shipments of machine tools also declined 
iia eis: Mien ai 133 126 122 42 |in May but at 359.0% of the base rate 
they were above new orders. Production 
BUSINESS INVENTORIES, End Mo.** expanded further to 415.6% of the 1945- 
Total—$b (cd) Apr. 76.0 75.3 73.9 28.6 | 1947 average from 409.0% the previous 
Siaiiadtiamians! Apr. 44.3 44.1 43.4 16.4 | month. At current production rates it would 
Wholesalers’ Apr. 10.2 10.2 10.0 4.1 | have taken 7.6 months to complete all 
Retailers’ Apr. 21.5 21.1 20.5 g.1 | unfilled orders now on the books. This com- 
Dept. Store Stocks (mrb) Apr. 2.5 2.4 2.3 1.1 | pares with an 8.0 month ratio in April and 
one of 13.6 months in May, 1952. 
BUSINESS ACTIVITY—1—pc June 20 201.5 199.0 167.4 141.8 
(M. W. $.)—1—np June 20 245.9 2429 199.3 146.5 - i 1 
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Latest Previous Pre- 
DOK Wk.or Wk.or Year Pearl 
Date Month Month Ago Harbor* PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PROD.—1 np (rb)** Apr. 242 243 216 174 There were 697 BUSINESS FAILURES 
sd to Mining Apr. 162 162 166 133 in May, some 9% above May, 1952, al- 
nder Durable Goods Mfr Apr. 327 328 277 220 though under the levels for the month in 
since Non-Durable Goods Mfr___________ | Apr. 198 201 183 151 the years 1949-1951. The failure rate in 
. oc- CARLOADINGS—t—Total June 20 813 797 644 833 May according to Dun’s Failure Index stood 
ease Mise. Freight June 20 389 385 321 379 at 30 per 10,000 firms listed by Dun & 
jage Mdse. L. C. L June 20 67 67 69 156 Bradstreet. This compares with a rate of 
> in- Grain June 20 59 53 65 43 28 in April. LIABILITIES of failing firms— 
ans. a sensitive indicator of business conditions 
abor ELEC. POWER Output (Kw.H.) m= | June 20 8,329 8,245 7,254 3,267 —increased considerably in May to $32.8 
the SOFT COAL, Prod. (st) m June 20 9.9 9.4 8.8 10.8 rg _ ou for - pees since 
din Cumulative from Jan, 1____| June 20 2128 20292329446 | 7 - ff a pe eagenene pong 
time Siecks, End Me hil 70.5 70.2 78.1 61.8 iabilities o ailing firms were © above 
ora the corresponding 1952 period. 
een PETROLEUM—(bbls.) m 
and Crude Output, Daily___ > on oe a Ba Pig *  * * 
H une 
na brett June 20 44 “a «4 ‘ad The NET WORKING CAPITAL OF 
OCKS. = . “dhe 
tarts 8 ; U. S. corporations rose to $86.9 billion 
Heating Oil Stocks June 20 83 80 61 55 spe E 
rate on March 31, 1953, up $1.3 billion since 
with LUMBER, Prod.—(bd. ff.) m June 20 262 262 259 632 the index of 1952 and $3.7 billion higher 
Stocks, End Mo. (bd. ft.) b_____| Apr. 8.1 8.2 8.0 7.9 |than a year ago. Current assets were 
equal to 1.92 times current liabilities, un- 
STEEL INGOT PROD. (st) m May 10.0 9.3 8.2 94 changed from a year earlier. Total current 
their Cumulative from Jan, 1___ | May 48.5 38.5 43.4 74.7 | assets on March 31 amounted to $181.2 
= SNGINEERING CONSTRUCTION billion, a gain se billion in one st 
wit AWARDS—$m (en) ‘unease 484 250 365 94 time. However, this increase was confine 
erce Re ane June 25 7,972 7,487 6,783 5,692 to less liquid assets such as accounts re- 
»nd- ceivable and inventories while cash and 
had MISCELLANEOUS U. S. Government securities actually de- 
sets. Paperboard, New Orders (st)t June 20 210 218 191 165 clined slightly. 
irter Cigarettes, Domestic Sales—b______ | Apr. 32 35 32 17 Inventories at the end of March were at 
4, a Do., Cigars—m. Apr. 520 502 492 543 record levels of $65.4 billion, up $1.7 bil- 
pal Do., Manufactured Tobacco (Ibs.)m_| Apr. 19 17 18 28 lion from holdings at the close of 1952. 
lin b—Billions. ch—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
f 9g cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. I—S lly adjusted index 
eal (1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1947-49—100). It—Long tons. m—Millions. mpt—At mills, 
jing publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without comp tion for lation growth. 
ates pc—Per capita basis. rh—Federal Reserve Board. rb2—Feedral Reserve Board, total consumer credit. rb3—Federal Reserve Bank of N.Y. 1941 ‘ies is 
y to for 274 centers. st—Short tons. t—Thousands. *1941; November or week ended December 6. **—Seasonally adjusted. 
- THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
this i? 
1953 1953 
ond- ee Sane 1953 1953 | (Nev. 14, 1936, Cl.—100) High tow June 19 June 26 
> of Issues (1925 Ci.—100) High low June 19 June 26 | 100 HIGH PRICED STOCKS......... 133.5 120.8 121.1 1225 
300 COMBINED AVERAGE.......... 215.5 192.6 192.6 195.2 100 LOW PRICED STOCKS........ 260.6 228.7 228.7 231.9 
4 Agricultural Implements.......... 263.3 214.7 2147 219.8 4 Investment Trusts ...........0...0000. 112.7 97.5 97.5 99.7 
10 Aircraft (’27 Cl.—100)............ 415.6 341.0 348.1 348.1 3 Liquor ’27 Cl.—100)............ 967.8 866.4 866.4 884.8 
LS 7 Alr Lines (34 Cl.—100).......... 693.9 577.2 577.2 590.1 11 Machinery ...............0++- 240.6 2085 2085 213.1 
of 7A 95.5 81.6 81.6 83.3 3 Mail Order... 1286 1142 114.2 114.2 
c 10 Automobile ienennaion Fee a 289.4 250.3 250.3 252.9 3 Meat Packing 101.7 88.4 88.4 91.1 
nal 10 Automobiles ...........cc.ce:cseese 49.4 43.2 43.7 43.7 10 Metals, Miscellaneous ............ 284.5 2323 234.9 237.5 
| to 3 Baking (’26 Cl.—100)............ 28.0 23.8 25.6 26.1 A Paper ooeeccccccccccssseessseesseeeeee, 4748 408.2 412.6 421.5 
rom 3 Business Machines .................. 377.4 326.1 326.1 329.8 24 Petroleum .......c.cccccccecsseeneee 463.4 413.2 417.8 422.4 
59 2 Bus Lines ('26 Cl.—100).......... 182.1 170.2 180.4 178.7 | 22 Public Utilities... sss. 1944 173.8 173.8 177.6 
d 6) Caine le esccacssscicccesecinvseseesen 396.9 345.8 345.8 349.7 8 Radio & TV (‘27 CI—100)...... 36.9 30.8 31.1 31.1 
ae 3 Coal Mining ........... ree. 11.2 11.2 11.5 8 Railroad Equipment .............. 64.1 58.7 58.7 58.7 
rate 4 Communications 69.3 63.0 66.2 66.8 PORN OAR isis cid ecickccischcecnse 53.2 47.0 47.5 49.1 
tion PF CONINONN oaciiatssccssescesssncsss 72.3 64.1 64.1 64.1 3 Realty ................ 51.5 47.6 47.6 49.5 
45- T COMIGINOES «....00:s005.c00500 sce, “EA 461.7 461.7 476.1 3 Shipbullding 269.9 228.7 235.6 233.3 
ious 9 Copper & Brass 175.4 144.1 144.1 144.1 3 Soft Drinks 407.5 342.4 383.5 390.3 
2 Dairy Products 97.7 92.3 92.3 94.1 11 Steel & Iron 151.4 135.7 Wa721 137.1 
ould 5 Department Stores ................ 63.2 57.7 Ls 7 PY 58.3 3 Sugar 59.8 53.2 53.8 53.2Z 
all 5 Drugs & Tollet Articles............ 235.2 219.55 219.5 219.5 2 Sulphur 625.9 543.3 549.2 561.0 
om- 2 Finance Companies Pia it oe 410.0 341.8 341.8 362.1 5 Textiles 162.2 124.6 124.6 124.6 
and 7 Food Brands .............. w. 200.4 190.8 190.8 192.7 3 Tires & Rubber 89.7 75.4 76.3 77.9 
SURG  UONOE  .csies secs tack ceicisees 120.1 113.0 117.7 118.9 SGC, 6 viscacedceas Aiccscxies 101.6 90.8 97.1 98.9 
S FermNie Gacicvsassesssebmcceccscse 732 69.4 70.1 70.1 2 Variety Stores .................::0-+ 319.5 294.9 294.9 294.9 
4 Gold Mining ......................... 760.0 641.1 660.9 641.1Z 16 Unclassified ('49 Cl.—100)...... 125.7 108.9 108.9 110.1 
oot Z—New Low for 1953. 
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Trend of Commodities 





Commodity futures have shown a better tone since June 15, 
the date which marked the culmination of the decline in 
prices. The Dow-Jones Commodity Futures Index closed at 
156.56 on June 29, up 1.94 points from the June 15 closing 
of 154.62. September wheat closed at 1952 on June 29, up 
three cents in two weeks time after being as low as 189. A 
rapid recovery followed the announcement by the Depart- 
ment of Agriculture that distress loans would be made on 
wheat stored on the ground in certain Southwesern areas and 
the September option reached a high of 208% before selling 
developed. The grain weakened again when it was realized 
that the loan was hedged around with many restrictions and 
would be less beneficial than had at first been assumed. 
September corn gained 1% cents in the two weeks ending 


June 29 to close at 149 on the latter date. The crop is in 
its critical growth period with hot, dry weather in producing 
areas causing some concern. The Commodiy Credit Cor- 
poration is still selling Government owned corn in danger of 
spoilage although these sales are believed to have diminished 
because of a shortage of cars which have been diverted to 
moving the wheat crop. Cotton futures improved slightly in 
the fortnight under review with the October option gaining 
11 points to close at 33.81 cents. There have been reports 
that some cotton is failing to germinate in the South because 
of dry weather. The Government's acreage estimate is due 
on July 8 and there are some indications that it will be below 
last year’s 26.9 million acres. The cotton cloth market has 
been slow with some price easiness in evidence. 





WHOLESALE COMMODITY PRICES 
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60 VFEAAN@IASON|Y FRANIITASON 
1946 1SHT 1948 1949 (950 1951 1952 1953 1954 1953 
SEL 
U. S. DEPARTMENT OF LABOR INDEX OF 22 BASIC COMMODITIES 
Spot Market Prices—1947-1949, equals 100 
Date 2 Wks. 3Mos. Yr. Dec. 6 Date 2 Wks. 3Mos. 1Yr. Dec. é 
June 29 Ago Ago Ago 194! June29 Ago Ago Ago 194! 
22 Commodity Index ...........00cce 86.8 RE eS (|| 98.6 97.7 110.1 114.3 54.6 
DP FOOGUNS oceseccsscssossssscseovesesscersssees “BVO B62 BES GAT “BEV A Textiles .....c.czcscccecssccssssecosessascescescccsess 90.2 90.3 88.4 94.4 563 
3 Raw Industrial .... . 866 868 91.4 98.0 58.3 4 Fats & Oils occ 55.4 55.5 60.0 65.5 55.6 
COMMODITY FUTURES INDEX RAW MATERIALS SPOT INDEX 
APR. MAY JUNE JULY APR, MAY JUNE JULY 
| Rae OF rel 
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Average 1924-26 equals 100 
1952-53 1951 1950 1945 1941 1939 1938 1937 


RR 181.2 2145 2047 958 743 783 658 93.8 
eT 154.6 174.8 134.22 83.6 58.7 61.6 57.5 64.7 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—-43.0 Dec. 6, 1941—85.0 

1952-53 1951 1950 1945 1941 1939 1938 1997 

I since 192.5 215.4 2028 1117 889 67.9 57.7 864 

ae 153.1 1764 1408 98.6 582 489 473 546 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confineyourrequests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Solar Aircraft Company 


“IT understand that Solar Aircraft 
Company has a very substantial back- 
log of defense orders. Please let me 
know what that backlog amounted to 
recently and company’s fiscal year sales 
volume and earnings.” 

E. B., Lexington, Mass. 


For the fiscal year ended April 
30, 1958 Solar Aircraft reported 
sales were $69,401,195, up from 
$52,231,172 in the preceding fiscal 
year. During the peak year of 
World War II—fiscal 1945—Solar 
sales were only slightly more than 
$29 million. 

Net income was $2,809,407, 
equal after preferred dividends 
to $4.67 a share on the outstand- 
ing common stock. Included in the 
net was $975,603 of non-recurring 
income, equal to $1.64 a common 
share, from the sale of property. 
Without this item, net income 
from operations for the latest fis- 
cal year was $1,833,804, or $3.03 
a common share on the 593,879 
shares outstanding. 

The net income figures compare 
with earnings of $1,440,022 or 
$2.38 a common share on 505,946 
shares outstanding in the previous 
fiscal year ended April 30, 1952. 

During the latest fiscal year 
Solar paid common dividends to- 
talling $1.05 a share. The regular 
quarterly dividend rate of 20 
cents a share during the first 
three quarters was increased to 
25 cents in the last quarter, and 
extra dividends of 20 cents a 
share were also paid during the 
year. 
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Provision for federal income 
and excess profit taxes and re- 
funds on Government contracts 
amounted to $5,250,000 or the 
equivalent of $8.84 a common 
share during the 1953 fiscal year, 
against $3,750,000 or $6.40 a 
share in the preceding year. In- 
cluded in the provision of $5,250,- 
000 for fiscal 1953 is approxi- 
mately $1,330,000 for excess 
profit taxes. 

Solar’s backlog of orders as of 
April 30 were $73,400,000 or more 
than a full year of production at 
recent output rates. Additional 
orders are expected on new types 
of jet engines now coming into 
production. Sales in the past year 
consisted of “hot parts” for jet 
engines, aircraft exhaust systems, 
airplane nacelles, after-burners, 
industrial expansion joints, small 
gas turbines, ceramic coatings, 
stainless alloy castings, aircraft 
bellows and ducting systems and 
a variety of other items for air- 
craft and non-aircraft industries. 

The company’s outstanding pre- 
ferred shares decreased from 47,- 
679 shares a year ago to 37,738 as 
of April 30, 1953. The reduction 
was due to 3530 preferred shares 
redeemed and 6411 converted into 
common stock. 

During the coming fiscal year 
the company will expand capacity 
at new Wakonda Plant at Des 
Moines by 50%, and new facilities 
for mass production of high tem- 
perature ceramic coating of met- 
als and for manufacture of gas 
turbines will be put in operation 


in San Diego. During the year 
long term debt was cut to $887,- 
500 from $2,075,000, net worth 
increased from $9,783,784 to $11,- 
896,355, and working capital in- 
creased from $6,556,726 to $7,- 
929,848. 
Libby, McNeill & Libby 

“With competition in the canning food 
industry intensified in the past year, I 
was interested to hear that Libby, Mc- 
Neil & Libby’s earnings showed an in- 
crease. Will you please explain the rea- 
son for this improvement in net and 
any other pertinent data you have in 
regard to the company.” 


C. O., Chicago, Illinois 


For the fiscal year ended Feb- 
ruary 28, 1953, Libby, McNeill 
& Libby reported sales were the 
greatest in its 85-year history. 
Sales amounted to $212,119,205 
compared with sales in the pre- 
ceding year of $177,114,661, an 
increase of 20%. Earnings for 
this fiscal year were $6,123,819, 
or $1.69 a share, compared with 
$1,863,209, or 51 cents a share the 
previous year. 

The canning firm president at- 
tributes the increased earnings to 
a combination of causes, includ- 
ing lower costs of some raw pro- 
duce, tight control of expendi- 
tures, economies in operations, a 
steady market, and, of course, 
greater sales. Earnings also bene- 
fitted from the company’s method 
of valuing inventories on the Lifo 
basis. 

The company operated profit- 
ably in all divisions of the busi- 
ness, including canned and frozen 
foods, with the exception of 
salmon. Sales volume was good 
throughout the year and the com- 
pany’s total inventory, exclusive 
of pineapple and frozen foods, 
was less at the end of this fiscal 
year than last. Libby’s total pack 
during 1952 was up slightly. 

Prospects over coming months 
appear satisfactory. 

Dividends in 1952 totalled 50 
cents per common share and a 25 
cent dividend plus a 40 cent spe- 
cial was paid on June 1, 1953. 


(Please turn to page 472) 
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GREAT LAKES STEEL CORPORATION—Located at Detroit, Michigan, ovens through to finishing mills, enable Great Lakes Steel to furnish 
this unit of National Steel is the biggest steel maker in that important a wide range of industries with a large volume and variety of standard 
industrial area. Its complete facilities, from blast furnaces and coke and special steels, including the famous N-A-X High-Tensile steel. 
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WEIRTON STEEL COMPANY—Here is the world’s largest independent steel, Weirton operates the world’s largest and fastest electrolytic 
manufacturer of tin plate, with mills at Weirton, West Virginia, and plating lines. An extensive variety of other steel products is manu- 
Steubenville, Ohio. A pioneer in the electrolytic process of coating factured in plants that are among the most modern in the industry. 





~ few industries require the tremendous raw material reserves 
4 d operating facilities that are essential in steelmaking. 
| or America to be amply assured of this indispensable 

etal, the nation’s steel companies must provide for the 


istant future as well as today. 


n building for tomorrow, National Steel has consistently 
followed a long-term program designed to keep its capacity 
nd its products in step with the nation. Its mines, ships, 
urnaces and mills are among the largest and most modern 
inthe world. This year, National Steel will achieve an annual 
steelmaking capacity of 6,000,000 tons—an increase of 
more than 50 per cent since the end of World War II. 
Here, then, is National Steel—a team of seven great divisions 
perfectly coordinated to produce highest quality products. 
Completely integrated, entirely independent, National is 
pne of America’s most progressive steel producers. 
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HANNA IRON ORE COMPANY, Cleveland, Ohio—Iron ore properties 
and mines in Minnesota, Wisconsin and Michigan. In addition, National 


lish Steel is participating in the development of the important new iron ore 
ard field in Labrador-Quebec, where great iron ore reserves will augment the 
eel, future supply of this vital raw material—the basic ingredient of steel. 
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NATIONAL MINES CORPORATION—Coal mines and properties in Pennsyl- 
vania, West Virginia and Kentucky, supplying metallurgical coal for 
National’s needs. Resources have been further expanded by acquisition of a 
substantial interest in two large mining operations in the Pittsburgh area. 
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AN INDEPENDENT COMPANY OWNED 
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STRAN-STEEL DIVISION—A unit of Great Lakes Steel, with plants at 
Ecorse, Michigan, and Terre Haute, Indiana. Originator and exclusive 
manufacturer of the famous Quonset buildings. Other principal products 
include Stran-Steel Long-Span buildings, Stran-Steel nailable framing for 
the building industry and Stran-Steel flooring for trucks and truck trailers, 
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THE HANNA FURNACE CORPORATION—Blast furnace division of National 
Steel located in Buffalo, New York. Its four furnaces augment the pig 
iron production of National Steel's eight other blast furnaces in Detroit, 
Michigan, and in Weirton, West Virginia. In addition, this division is 


a leading producer of all grades of merchant pig iron for foundry use. 






NATIONAL STEEL PRODUCTS COMPANY, Houston, Texas—One of the 
foremost steel distributors in the Southwest, serving a seven-state area. 
The huge plant and warehouse—a Quonset structure fabricated by the 
Stran-Steel Division—provides five acres of floor space under one roof, 
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The Textiles — 
Will They Recover? 





(Continued from page 449) 


directions. An increasing volume 
of the synthetics are being used 
in men’s summer suits either 
straight or as blends of one syn- 
thetic with another or with wool, 
at the expense of the latter. 

The woolen industry, however, 
is not viewing its future with any 
great amount of pessimism. Ex- 
pressing its views through The 
Wool Bureau, it believes that in- 
creasing population and fast de- 
veloping new markets mean that 
the need for wool will continue to 
equal or exceed production. There 
is room for still greater quantities 
of the synthetics that will have to 
be depended upon to fill the gap 
between consumer’s needs and the 
limited supply of natural fibers. 
The synthetics have their particu- 
lar qualities, but more satisfac- 
tory products can be produced by 
a combination of a synthetic fiber 
and wool. 

The development of the new 
fibers has awakened the whole tex- 
tile industry to new life. Whether 
used separately or in blends with 
other man-made or natural fibers 
they are broadening the scope of 
textile operations by creating new 
materials and designs and creat- 
ing consumer demand for prod- 
ucts that did not exist in the years 
gone by. 


Celanese Corp. 


The outlook for the textile com- 
panies as a group is for improved 
earnings in the current year. An 
index to the trend is Celanese 
Corp. of America’s first 1953 quar- 
ter earnings of 26 cents a share 
for the common stock. In the first 
quarter of 1952 it reported a defi- 
cit of four cents a share. Sales 
volume in the first three months 
of this year amounted to $44.5 
milion, against $32.8 million last 
year. The company expects some 
big things from “Celaperm,” its 
acetate yarn with “sealed-in” 
color, and is looking forward to 
results from research on which it 
is spending at a rate of about $5 
million a year. Second quarter net 
is expected to show a continua- 
tion of earnings uptrend which 
leads to the opinion that current 
quarterly dividends of 25 cents 
a share will hold at this level 
through the balance of the year. 
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M. Lowenstein & Sons 


With profit margins somewhat 
improved over last year, M. Lom- 
enstein & Sons, one of the big cot- 
ton cloth weavers, which earned 
$5.16 a share for its common stock 
in 1952, came through the first 
quarter of 1953 with results that 
pointed to another profitable year 
in 1958. First quarter sales of 
$76.9 million contrasted with sales 
of $64.8 million in the three 
months to March 31, 1952. Net 
for the 1953 period was equal to 
$1.67 a share for the common 
stock, against $1.10 a share a 
year ago. On the basis of first 
quarter 1953 sales, the highest of 
any quarter in the history of the 
company, and the unfilled order 
position at the end of the three 
months period, Lowenstein ex- 
pects 1953 total sales to be in 
excess of $300 million. Reflecting 
the company’s confidence in the 
immediate future, holders of the 
common stock were voted an extra 
dividend of 10 cents a share along 
with the regular quarterly divi- 
dend of 50 cents a share, both be- 
ing paid on June 26th, last. 

Space does not permit full dis- 
cussion of the many companies 
representing the textile industry. 
For the benefit of our readers, 
however, we present elsewhere on 
these pages a comprehensive tab- 
ulation of 33 companies, the stocks 
of which have their markets on 
either The New York Stock Ex- 
change or the American Stock 
Exchange. This shows net sales, 
net earnings per share, and other 
pertinent statistical data that 
should prove of both interest and 
value, along with comment on the 
individual companies. 





What of the Railroads Now? 





(Continued from page 445) 


difficult except for those few roads 
which still are far behind the pro- 
cession in adoption of Diesel en- 
gines. 

Aside from these economic in- 
fluences which suggest that prog- 
ress achieved in the past may be 
difficult to duplicate, there are 
statistical handicaps to be taken 
into consideration. As an exam- 
ple, operating results in coming 
months will be compared with ab- 
normally favorable levels of 1952. 
For the first four months of 1953, 
the figures showed up well because 
comparison was being made with 
a period a year ago when rates 





were lower than those now prevail. 
ing. For June and July, compari- 
son this year will be with de- 
pressed conditions in the corre- 
sponding months of 1952 when 
the steel strike had retarded in- 
dustrial activity. For the remain- 
der of this year, however, no such 
advantages can be anticipated to 
place 1953 statements in a favor- 
able light. 


On the contrary, costs evidently 
are going to increase in the last 
half of 1953. Regardless of the 
outcome of negotiations for a new 
contract which may provide for 
upward revision of wage rates, it 
is evident that supplies used by 
the carriers are to cost more. Steel 
prices have been raised about $4 
a ton in addition to adjustments 
in May when certain types of steel 
advanced. Railroad executives es- 
timate that price revisions will 
boost costs by several hundred mil- 
lion dollars this year and will im- 
pose a serious handicap on earn- 
ing power, 


No one is optimistic enough to 
think that an extension of the wage 
agreement beyond September 30 
can be negotiated without an up- 
ward adjustment in wage rates. 
Increases won by the United Auto 
Workers and by the Steelworkers, 
major C.I.0. unions, make it im- 
perative for the Brotherhoods to 
demand comparable pay hikes. 
The only question seems to be 
whether the Brotherhoods will 
move jointly for an industry-wide 
settlement or will launch their 
drive on one road at a time. 

What about the effect of a 
slackening in industrial activity? 
Unforeseen events in interna- 
tional affairs could upset present 
forecasts, of course, but competent 
observers look for a downtrend 
in production over the next six 
months or longer. The FRB index 
has mounted this year to the high- 
est peacetime level in history in 


‘ reflecting a gradual rise in arma- 


ment output as well as a boom in 
civilian demand. After reaching a 
top at 243 the index has receded 
slowly and is expected to decline 
substantially in July in taking 
into account the usual vacation 
slowdown. 

Residential building construc- 
tion has shown convincing evi- 
dence of a downturn, and this 
development may point to reduced 
demand for household furnishings 
and appliances. Automobile pro- 
duction expanded sharply in the 
first six months to record one of 


(Please turn to page 466) 
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Cities Service Geologist Maurice Kennedy, in West Texas 


oman THIS OIL MAN like to know! It would certainly 
make his life simpler if nature posted signs: ‘‘Gas and 
Oil 10,000 Feet Below.” 

Nature, of course, gives hints as to where her huge under- 
ground hoards of oil may be stashed away ... rock outcrops 


_may provide the clue to sub-surface structures and reservoirs. 


These are not only difficult to read, they are often downright 
misleading. It’s a gigantic treasure hunt—made even more 
difficult by false clues! 

Every day thousands on thousands of motorists drive into 
Cities Service stations and say, “‘ Fill ’er up!” 

Few, if any, give a thought to the adventurous, risk-taking 
Cities Service men who devote their lives to making that 
casual command possible. 

These men are trained in the sciences of geology and 
seismology . . . for the days of by-guess-and-by-gosh oil hunting 
are gone forever. Their record of “discovery wells’ is high, 
but they dare not rest on their laurels. Americans have an 
insatiable thirst for oil, and the good things oil brings them. 

That’s why, as you read these words, a Cities Service 
exploratory crew is tramping over Canadian tundra... 
wading through Louisiana marshes . . . breathing the dust of 
southwestern deserts. Thanks to them, you can say 
“Fill ’er up!”’, confident that the answer will be a brisk 
“Yes, SIR!”’— instead of ‘“‘Sorry, Mister. That’s all 
there is, there ain’t no more.” 


CITIES (A) SERVICE 


Quality Petroleum Products 
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What of the Railroads Now? 





(Continued from page 464) 


the best totals for the first half 
in history, and it would be only 
natural for motor car output to 
set a slower pace for the re- 
mainder of the year. As a matter 
of fact, a return to the prewar 
pattern of model changes in the 
late summer suggests that third 
quarter output may be down con- 
siderably from 1952, when pro- 
duction was stimulated by re- 
sumption of steel mills after a 
shutdown of two months. 


Curtailment of industrial pro- 
duction is expected to be accel- 
erated by cancellation of military 
contracts for equipment and sup- 
plies other than aircraft and 
armament needed for use in the 
field. Washington authorities have 
shown a disposition to retard ex- 
pansion of war plants which may 
not be needed for some time to 
come. This tendency on the part 
of the Defense Department is 
finding reflection among civilian 
purchasers. Manufacturers as 
well as retailers are following a 
policy of postponing accumulation 
of inventories. Such a policy in 
the past frequently has contrib- 
uted to a slowdown in the indus- 
trial machine. 


Finally, movement of agricul- 
tural crops is expected to show a 
decline this year in reflecting ad- 
verse weather conditions as well 
as full storage facilities in con- 
suming areas. Granger roads are 
believed slated for a decline in 
traffic. Altogether, in spite of 
the spectacular upturn in early 
months of the year, total freight 
movement for 1953 may not 
greatly exceed last year’s volume, 
which was reduced somewhat by 
the long steel strike. 


Higher Wage Costs? 


Little has been said thus far 
about the prospect of increased 
wage costs in railroad transpor- 
tation. Expiration of the present 
contract still is more than two 
months away and the national 
brotherhoods probably will not 
decide upon strategy for several 
weeks. It has been intimated that 
a decision upon procedure may be 
delayed until the annual conven- 
tion of the International Associa- 
tion of General Chairmen to be 
held in Albany early in Septem- 
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ber. It is interesting to observe, 
however, that rail shares seldom 
fare well marketwise in the face 
of a threat of higher wage costs. 


Managements are prepared to 
make concessions in the interest 
of a peaceful settlement. It is pre- 
sumed that the brotherhoods will 
request in addition to higher 
hourly rates an agreement provid- 
ing for freezing into the rate 
structure the present temporary 
cost-of-living raises totaling about 
15 cents an hour. In view of the 
unwillingness of managements to 
seek higher rates now that the 
urgency of a wartime economy is 
disappearing, the seeming neces- 
sity of granting increased hourly 
rates presents a real problem, 
because union restrictions virtu- 
ally make impossible a cutback in 
manpower. It has been calculated 
that each penny raise in the 
hourly rates adds $30 million to 
the carriers’ labor bill (before 
allowance for tax offsets), it is 
apparent that a boost comparable 
to the gains won by the auto and 
steel unions would involve addi- 
tional costs in the magnitude of 
$300 million. 


Although the impact of higher 
wages on 1953 results may not 
prove serious, investors will be 
endeavoring to anticipate the ef- 
fect of increased costs in 1954 
when presumably traffic will be 
smaller than this year. To what 
extent the carriers can offset ad- 
ditional costs by rate boosts is 
problematical. There is little 
doubt, however, that the present 
temporary rate rise granted a 
year ago in May will be made 
permanent before its expiration 
date in February. 


Before commenting briefly on 
several individual roads, it seems 
appropriate to discuss the difficul- 
ties of attaining additional econo- 
mies in operating costs through 
Dieselization or by means of other 
modern equipment. Many roads 
have completed the changeover to 
oil burning locomotives. Others 
have enough on order to replace 
all old coal burners. It is esti- 
mated that by the end of 1953 
75 per cent of all freight service 
will be performed by Diesel en- 
gines and 90 per cent of passenger 
and yard service likewise will be 
Dieselized. Such progress sug- 
gests how limited further gains 
can be anticipated. Moreover, 
progress on other labor saving in- 
stallations scarcely can be as spec- 
tacular because of difficulties in 
financing the projects. 


Importance of the observation; 
on operating economies is mad 
abundantly clear by a casual re 
view of the gains achieved }; 
some roads in recent years. Th 
ones which have achieved out. 
standing earnings improvemenr 
are those which were able to tun 
unreservedly to Diesel power si) 
or eight years ago. Hence, car. 
riers such as New York Central 
Pennsylvania, Chesapeake & Ohio 
Baltimore & Ohio, Norfolk & 
Western and others still may have 
much to gain from replacement of 
steam with oil locomotives. East. 
ern roads which have been placing 
increased emphasis on Diesels an( 
have received relief in passenger 
operations are among those which 
seem likely to record increase( 
earnings this year. 


Future Higher Dividends 


Other carriers which have bol: 
stered their finances by ploughing 
back earnings in addition to en. 
larging working capital are in : 
position to increase distributions 
to stockholders now that the bur. 
dens of adding costly new equip. 
ment are diminishing. Among 
these are Atchison, Topeka ¢ 
Santa Fe, Atlantic Coast Line, 
Chicago, Rock Island & Pacific, 
Erie, Great Northern, Gulf, Mo- 
bile & Ohio, Kansas City South 
ern, Nashvile, Chattanooga & St. 
Louis, New York, Chicago & St. 
Louis, Seaboard Air Line, South. 
ern Pacific, Southern Railway ani 
Western Pacific. Hopes are high 
that several roads which have 
encountered financial difficulties 
in the past will be able to take 
advantage of present favorable 
conditions to effect capital adjust- 
ments to take care of dividend 
arrearages on preferred stocks. 
Carriers in this group include 
Missouri Pacific, Missouri-Kansas- 
Texas, Western Maryland and 3 
few minor roads. Dividend re 
sumption is awaited on Lehigh 
Valley, which has ably come 
through a severe financial crisis 
Colorado & Southern is believed 
approaching the time when pay: 
ments on the $4 second preferred 
can safely be resumed. 

All in all, the railroad trans. 
portation industry is financially 
strong and in excellent physical 
condition to withstand the adver: 
sities of any recession in business 
that may develop over the nea! 
term. 
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Good Will... 





Although many companies list Good Will 
as an item in their balance sheets, 
American Cyanamid Company does not 
follow this practice. 


However, Cyanamid is thoroughly aware 
of the importance of building and 
maintaining Good Will—of customers, 
employees, shareholders, and the gen- 
eral public. 


To this end, American Cyanamid Com- 
pany pursues a comprehensive program 
of public relations on many levels. 


For example, special attention is devoted 
to customer service and cooperation in the 
solution of technical problems, and in re- 
search and development work, By taking 
a sincere and well-informed interest in its 
customers’ activities, Cyanamid seeks to 
help its customers make better and more 
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profitable use of Cyanamid products, and 


to improve their own products. 


A progressive program of employee train- 
ing, education, activities and benefits is 
carried out to encourage advancement, 
and to attract personnel of high caliber 
and leadership characteristics. 


And through a consistent program of ad- 
vertising and publicity, Cyanamid seeks 
to create a broader knowledge and under- 
standing of its business, its policies, and 
its products, as well as the benefits that 
people everywhere have derived from the 
Company's discoveries and developments 


in creative chemistry. 


These are part of Cyanamid’s activities in 
building and maintaining Good Will. And 
Good Will is recognized as one of the 
Company's important assets. 








ve 





AMERICAN Cyanamid LOM PANY 


30 ROCKEFELLER PLAZA, NEW YORK 20, N. Y. 


Gscuacanell 
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A New Look at the Tobaccos 





(Continued from page 447) 


Of immediate concern is the ef- 
fort being made to get through 
the Congress a bill creating an 
excise tax differential in favor 
of so-called “economy” cigarettes. 
The bill would establish a tax rate 
of 5.8 cents per pack for cigar- 
ettes made to retail at not more 
than 13 cents a pack, exclusive of 
state or local taxes. Opponents of 
the measure contend that such 
differential amounts to a Govern- 
ment subsidy. Tobacco growers 
fear the result would be a reduc- 
tion in demand for higher grade 
leaf, and the Treasury Department 
is of the opinion that it would 
experience sizable losses in excise 
taxes, 

Whether the bill will be enacted 
into law is a question. Sometimes 
it is difficult to fathom the ways 
of Congress, but should the tax 
differential be adopted, the big 
cigarette manufacturers will not 
be slow in taking advantage of it. 
Meanwhile, the industry is confi- 
dent that 1953 is going to be a 
profitable year. It has the benefit 
of the cigarette price rise, in ef- 
fect since February, expects stable 
leaf prices, and looks forward to 
April, next, when the current 8 
cents excise tax will be cut to 7 
cents. 

The trend toward greater vol- 
ume and improved earnings, if 
first quarter results can be taken 
as an index, is quite clear. Lig- 
gett & Myers, for the first three 
months of 1953, showed net sales 
of $141.5 million, an increase of 
$10 million over the first quarter 
of last year. Net earnings of $1.13 
a share compare with 91 cents a 
share a year ago. This is a gain 
of 24%, a good approach to the 
level of earning power in the pre- 
Korean days of 1950, when net in 
the first quarter amounted to 
$1.32 a share, the company wind- 
ing up the year with net equal to 
$7.05 a share. That compares with 
$5.11 a share realized in 1952, a 
comparatively good showing con- 
sidering the then existent OPS 
freeze made it impossible to 
adjust prices to offset increased 
costs. 

Although American Tobacco 
Co., rated as the biggest of the 
big three in the cigarette field 
with its “Lucky Strike,” standard 
size cigarette, and its two king- 
size brands, “Pall Mall” and 
“Herbert Tareyton,” ran second 
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to Liggett & Myers from the 
standpoint of sales gains in the 
first quarter of the current year. 
Volume of net sales at $249.9 mil- 
lion was up by approximately $8 
million over the 1952 first quarter, 
net equal to 97 cents a share, com- 
pared with 93 cents a share a year 
ago. In 1952, the company’s sales 
crossed the billion dollar mark for 
the first time in its history, in- 
creasing at a rate substantially 
higher than that for the industry 
as a whole. Net profits in 1952 
were equal to $4.79 a share on a 
capitalization increased by the 
sale in early 1952 of 1,075,685 
shares of additional stock, the 
proceeds of which, as well as 
those from the sale of $50 million 
of debentures, were used to liqui- 
date an equivalent amount of bank 
loans. The latter were incurred to 
finance the rapid rise in inventor- 
ies of leaf tobacco made necessary 
by the growth of the business. 
This financing has created added 
strength to the company’s position 
and with the benefits to accrue 
from the recent increase in cigar- 
ette prices it appears to be within 
reason to estimate 1953 earnings 
on the stock apprcaching close to 
$6.00 a share. 


Measuring by volume of sales, 
R. J. Reynolds Co., continues to 
rank second among the cigarette 
manufacturers, although by com- 
parison with American Tobacco 
and Liggett & Myers, it ranked 
third in sales increases in both 
the first quarter of this year and 
the 12 months of 1952. For the 
three months to the end of March, 
1953, Reynolds showed net sales 
of $205.1 million, an increase of 
but a little more than $2 million 
over the first quarter of last year, 
with net per share of common 
stock being equal to 70 cents 
against 68 cents a year ago. Sales 
gain for 1952 carried volume up 
to $881.4 million, but this was 
only 8.2% over the previous year, 
whereas American Tobacco 
gained 13.1% and Liggett & 
Myers 11.7%. Reynolds, in the 
face of competition from other 
manufacturers bringing out new 
king-size, cork tip and_ filter 
mouthpiece cigarettes, has held 
steadfast with its popular 
“Camels”, and “Cavalier”, the 
king-size cigarette it introduced 
in 1949. Last year, net earnings 
for the common stocks amounted 
to $2.90 a share, compared with 
$2.92 a share in the previous year, 
both years providing wide cover- 
age for the $2.00 a share annual 
dividend and permitting in excess 


of $18 million to be retained in 
the business in the two year 
period. Elimination of the excess 
profits tax would be of materia! 
benefit to Reynolds. Last year, 
this tax took the equivalent of 
$1.07 a share of common stock 
earnings. Whether the company 
will enter the competitive battle 
with a “Camel” king-size cigar- 
ette is a matter to be decided by 
management. In the meantime, 
sales of its established brands 
should continue to reflect the 
growth in cigarette consumption 
with a corresponding gain in 
earnings, providing increasing 
coverage for the conservative 
dividend that Reynolds has main- 
tained on its class “B’” common 
stock without interruption for the 
last 35 years. 

Both Philip Morris and the 
Lorillard companies are stepping 
up their campaigns to capture a 
greater share of the cigarette 
market. Lorillard, which already 
had the standard size “Old Gold,” 
expanded operations by introduc- 
ing “Embassy” a king-size cigar- 
ette, and went after the filter 
mouthpiece market through its 
“Kent”, also a king-size smoke 
with the micronite filter. It has 
only been within the last few 
months that it followed in the 
wake of Liggett & Myers by 
bringing out “Old Gold” in the 
king-size. Its aggressive 1952 
selling campaigns pulled net sales 
for that year up to $214 million, 
a gain of 13.8% over 1951 volume, 
and represented the best showing 
in this respect of any of the five 
leaders, including the giant Amer- 
ican Tobacco Co. Equally gratify- 
ing to Lorillard was the increase 
of approximately 13% in _ net 
earnings to $2.01 a share, as com- 
pared with $1.78 a share in 1951. 

By diversifying output in the 
form of standard, king size and 
filter mouthpiece cigarettes, Loril- 
lard appears to have positioned 
itself to take advantage of what 
ever trends may develop among 
cigarette smokers. The current 
year should be one of increased 
profits, although problems may 
arise because of the company’s 
increasing sales volume that may 
necessitate financing through 
stock or debenture offerings to 
provide working capital to replace 
current bank loans. 

In keeping with the rest of the 
industry, Philip Morris also 
moved ahead last year. For the 
fiscal year ended March 31, 1953, 


(Please turn to page 470) 
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Another Great Development from PHILCO 





...as Room Air Conditioning Comes of Age! 


You see here the most compact 
console-style air conditioner ever 
built. It is the latest exclusive develop- 
ment in Philco’s 16 years of leader- 
ship in one of America’s great 
growth industries—ROOM AIR 
CONDITIONING. 


In this remarkable new unit, the 
entire cooling system is self-contained 
in the space-saving cabinet, yet the 
unit does not extend outside the window. 
As a result, room air conditioning 
now becomes possible for thousands 
of buildings where restrictions exist 
against outside extensions on windows. 


This solving of a problem through 
research and engineering is typical 


of Philco’s dynamic leadership since 
1938 in building this rapidly expand- 


ing industry to its present proportions. 


For when Philco entered the air 
conditioning field, it brought to the 
industry a tremendous knowledge of 
public tastes and skill in merchan- 
dising to them. Philco led the way in 
making air-conditioning a full-time 
dealer business, instead of a sideline. 
and the industry began to grow. 

Since the War, these Philco “firsts” 
have spurred room air conditioners 
into today’s substantial sales— 

The first hermetically-sealed power 
system ... first true Automatic Tem- 


perature Control . . . first Bedroom air 
conditioner ... first Consolette for 
casement windows...and, more 
recently, the amazing first reverse cycle 
room air conditioner that cools in hot 
weather and heats in cool weather 


without electric coils ! 





Once again—as in Radio, Tele- 
vision, Refrigerators, Freezers, and 
Philco’s unusual 





Electric Ranges 
technique of Research integrated with 
Engineering and Merchandising, has 
paid off in industry leadership. 


And the end is not in sight! 


ANOTHER FIRST FROM PH { LCO RESEARCH 
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A New Look at the Tobaccos 





(Continued from page 468) 


net sales increased by 2.6% to a 
new high of $314.9 million. Also 
along with the industry, it had to 
contend with higher. operating 
costs and for practically 11 
months of the year with price con- 
trols. Nevertheless, the company 
came through with net earnings 
equal to $4.13 a share, compared 
with $4.65 a share in the 1951-52 
year. Philip Morris, now that it 
has brought out its king-size prod- 
uct has bettered its competitive 
position and with higher prices 
now in force, should be able to 
show material gain in net earn- 
ings, providing a still wider mar- 
gin over the $3.00 annual dividend 
that has been maintained for the 
last three years and continuing 
the unbroken dividend record of 
the past 25 years. 

With the abolition of price con- 
trols, the cigarette makers are 
once again privileged to operate 
in a free economic atmosphere. 
The psychological restraints on 
their competitive efforts put upon 
them by government price regu- 
lations have been lifted. As a re- 
sult, competition may grow 
keener and more and bigger ap- 
propriations may be made to ex- 
tol the virtues of this and that 
brand, while intensive efforts are 
being made to get wider distribu- 
tion through as yet undeveloped 
retail outlets. 

Similar enthusiasm cannot be 
worked up over the immediate 
outlook for the cigar makers. As 
has already been pointed out, they 
are caught between high costs 
and the inability push prices up 
for fear of what might happen to 
sales volume. Last year, Bayuk 
Cigars, with sales running al- 
most $4 million ahead of 1951 was 
able to show only 80 cents a share 
net for its stock. In other words, 
out of the sales gain, it netted but 
three cents a share more than in 
the previous year, with the re- 
sult that there was a slim margin 
of safety for the 80 cents a share 
annual dividend requirement. 

Although General Cigar re- 
ported for 1952 net earnings 
equal to $2.06 a share, it called 
attention to the fact that 20 cents 
of this sum was realized from 
profits on sales of real estate. Elim- 
inating this income, actual net 
profits amounted to $1.86 a share 
on net sales to $34.8 million, as 
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compared with $1.60 a share in 
1951 on sales of $30.9 million, 
after preferred dividends of $7 a 
share in both years. The pros- 
pects are that current year’s earn- 
ings should compare favorably 
with those of 1952, assuming that 
sales hold at the same level. The 
conservative dividend of $1.00 a 
share annually should be main- 
tained through the year. 

In common with Bayuk and 
General, Consolidated Cigar bene- 
fitted from the sales upturn with 
its volume rising from $49 million 
in 1951 to $52.2 last year, sur- 
passing by $2 million the 1950 
volume, which had been the high- 
est in the company’s history. This 
gain, however, was more than off- 
set by higher costs running about 
$4 million ahead of the 1951 
costs. Net for 1952 fell to $4.44 a 
share from $6.10 a share in the 
previous year, although it was 
still twice the amount needed to 
cover the annual $2.00 a share 
dividend rate. While indications 
are lacking that the company will 
experience any relief from intense 
competition and the high level of 
materials and wages, it is san- 
guine over the outlook for im- 
proved earnings resulting from 
operating economies and its abil- 
ity to continue to expand sales 
volume. Dividend payments are 
conservative on the basis of re- 
cent earnings and should continue 
to be maintained at their present 
level. 

The snuff manufacturers con- 
tinue to experience a slow but 
steady expansion in sales volume. 
George W. Helme company’s net 
sales for last year were at a new 
high of $10.5 million, and net 
earnings, despite higher tobacco 
costs and increased wage scales, 
improved to $1.90 a share for the 
common stock. Net in the previ- 
ous year equaled $1.80 a share. 
Sales of American Snuff, after 
moving up from $10.5 million in 
1947 to $15.3 million in 1951, 
eased off a bit last year to $15.1 
million, but net income for the 
461,000 shares of common stock 
rose to $3.05 a share, as compared 
with $2.73 a share in the preced- 
ing year. Both companies have 
long dividend records, Helme’s 
going back to 1912, and American 
Snuff to 1903. Both have followed 
the policy of paying out in divi- 
dends the greater portion of each 
year’s earnings. 

Another of the larger snuff 
manufacturers, United States 
Tobacco Co., has diversified oper- 





ations by producing several 
brands of popular-priced pipe to- 
baccos, de-nicotined cigars, as wel] 
as de-nicotined cigarettes and 


“Encore”, a filter mouthpiece 
cigarette. Combined net sales in 
1952, at a record high, amounted 
to $30.1 million, a gain of ap- 
proximately 8% over 1951 vol- 
ume. Increased production, sell- 
ing and other costs, however, held 
earnings to $1.27 a share, as com- 
pared with $1.25 a share in 1951, 
after excluding profits from sales 
of securities in both years. In 
January of this year, the company 
issued $8 million of 15-year deb- 
entures, applying the proceeds to 
reduction of bank loans. Divi- 
dends have been maintained 
without interruption since 1912, 
but in view of the extremely thin 
coverage for the current $1.20 a 
share annual rate, management 
might deem it judicious to reduce 
quarterly distributions before 
long. 





Repercussions of Coming 
Unified Germany 





(Continued from page 441) 


certain that West German interest 
in Russian and the satellite mar- 
kets would increase, and unless 
the East-West trade is liberalized 
in the future, there would be some 
champing at the bit in West Ger- 
many. 


Internal and International 
Political Implications 


On the domestic political scene, 
the reunification would once more 
give predominance to the Protes- 
tant North at the expense of the 
Catholic South and West. The 
Christian Democrats, whose 
strength lies in the Catholic 
Rhineland and Bavaria and who 
are very western in their political 
outlook, would probably yield the 
position of the strongest party to 
the Social Democrats, who are 
not unlike the British Laborites 
and who are strongly in favor of 
labor participation in the manage- 
ment of German enterprises. Thus 
unified Germany may very well 
adopt the welfare state and social- 
ist experimentation at the expense 
of economic flexibility which has 
up to now played an important 
part in getting Germany back on 
her feet. 

The extreme leftists (commu- 


(Please turn to page 472) 
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Repercussions of Coming 
German Unification 





(Continued from page 470) 


nists) who are now unimportant 
and the extreme right parties 
(Deutche Partai and Refugee 
Party) would probably be 
strengthened somewhat at the 
expense of the Christian Social- 
ists (Adenauer’s Party) and other 
moderates who are in favor of 
integration with Western Europe. 
A unified Germany —a nation of 
some 70 million people not count- 
ing the Saar—would probably fol- 
low a more independent course in 
international politics. If reunifi- 
cation should take place before 
the European Defense Community 
Treaty is signed, the latter would 
probably die a natural death, 
thereby giving the Russians what 
they always wanted—a Germany 
outside of the NATO. 


Unification No Longer a Menace 
to Peace 


The “June 17 Revolution” has 
not only cleared the path for 
German unification— New York 
Times correspondent from Bonn, 
Mr. M.S. Handler, writes that the 
East German Government has vir- 
tually disappeared and no longer 
need to be taken into considera- 
tion—but also has given it first 
priority among international is- 
sues. Patriotic Germans have al- 
ways had one nightmare: that the 
struggle between the United 
States and Russia over the con- 
trol of Germany would turn their 
country into one vast battlefield. 
In their view, Germany could be- 
come another Korea. The danger 
of a world conflagration being 
started over Germany is now pass- 
ing. The West has won, but the 
Germans rather than the Western 
Allies will call the tune. 

The unification of Germany, 
once it comes, will create, as we 
suggested, an entirely new situa- 
tion in Europe. In fact, a new Eu- 
rope may be in the making al- 
ready, thanks to the East German 
workers, a Europe that is perhaps 
not uniting under the aegis of the 
United States, but uniting from 
its own needs. Such a Europe may 
see her problems in a different 
way than do Washington and 
Moscow. Such a Europe may be 
willing to trade more with the 
Soviet orbit and go easy on mili- 
tarization. By giving in on the 
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matter of free elections in East 
Germany and by permitting it to 
unite with West Germany, the 
Russians may be gambling that 
precisely something like that will 
happen. 

A new chapter of European his- 
tory is in the making. What this 
chapter will bring can only be 
guessed at now. But it is quite cer- 
tain that 70 million Germans, once 
united, will give first considera- 
tion to the once German lands 
beyond the Oder-Neisse line. It is 
quite likely that Germany, once 
again strong and powerful, will 
generate enough economic pull to 
attract into its orbit such coun- 
tries as Czechoslovakia, Austria, 
and Hungary. At any rate, some- 
thing new is taking place on the 
international scene. 





For Profit and Income 
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sion. At the same time, combined 
profits of the leading installment 
finance companies fell about 32% ; 
while combined earnings of repre- 
sentative small-loan companies 
fell only some 5%. At present 
levels these stocks should be less, 
rather than more, vulnerable than 
the general market. We would not 
press selling. On a yield basis of 
around 7%, selected small-loan 
stocks like American Investment 
and Beneficial Loan have merit 
for income return and defensive 
purposes. 


Air Lines 

Sharp gains in revenue of air 
transport companies continue — 
but costs also continue to rise 
sharply. Net operating income set 
a peak of $106 million in 1951, 
receding to about $95 million last 
year. The latter might be bettered 
this year. Combined profits gained 
over $6.5 million to $53.3 million 
in 1952; but the gain stemmed 
entirely from capital gains on 
sales of old planes, this increment 
over 1951 having been $8.3 mil- 
lion. Total full-year profits, with 
capital gains smaller, are not ex- 
pected to differ much from last 
year’s. Among individual com- 
panies. American and Eastern 
seem most likely to net more this 
year than last. What these stocks 
most need is a revival of specu- 
lation. With the latter, they sold 
considerably higher in 1945-1946 
than now, on much lower earnings 
than they have today. 


Beatrice Foods 


Pending merger of Creameries 
of America into Beatrice Foods, 
third largest dairy products pro- 
cessor and distributor, will add 
about 20% annually to sales. 
Creameries operates in states in 
the southwest, Rocky Mountain 
and Pacific-Coast areas and in 
Hawaii. Beatrice earned $3.67 a 
share in the fiscal year ended last 
February 28. It would have been 
$3.86 on the merged basis, despite 
increased capitalization resulting 
therefrom. Beatrice Foods is a 
medium-quality issue in a fairly 
stable line of business, not with- 
out merit at 3514, yielding about 
6.3% on a well-covered $2.25 divi- 
dend, with some 1953 earnings 
gain likely. 
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City Stores Company 

“Your Magazine has stated that the 
department store group has been a 
market laggard. I therefore, would be 
interested in receiving late information 
in regard to City Stores Company as to 
earnings, dividends etc. and am particu- 
larly interested in knowing what depart- 
ment stores are operated by the company 

throughout the country.” 
O. C., Germantown, Pa. 


City Stores Company and all its 
subsidiaries increased their earn- 
ings substantially in the fiscal year 
ended January 31, 1953 on a 6% 
increase in net sales. These in- 
creased earnings resulted from 
ig inventory and expense con- 
trol. 

After taxes, total net earnings, 
after minority interest, increased 
$1,266,502 to $4,411,235 from 
$3,144,733 last year. Net earnings 
were equal to $1.91 per common 
share against $1.38 last year, 
based on the average number of 
shares outstanding during each 
year. The regular dividend of 
$1.40 per share of common stock 
was continued during the year. 

Net sales, including leased de- 
partments, increased $13,188,087 
to $232,431,558 from $219,243,471 
last year. Net sales again were the 
highest in the company’s history. 

The current financial position 
at the year-end showed marked 
improvement. Total current assets 
increased $7,690,810 to $87,448,- 
788 from $79,757,978 last year. 
Current liabilities increased $2,- 
094,804 to $26,854,332 from $23,- 
759,529 last year. Working capital 
increased $5,596,006 to $60,594,- 


(Please turn to page 474) 
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THE NATIONAL CITY BANK 


OF NEW YORK 


Head Office * 55 WALL STREET - 


67 Branches in Greater New York 


New York 


57 Branches Overseas 





Statement of Condition as of June 30, 1953 

















ASSETS 
Cash, Gold and Due from Banks............. $1,496,745,018 
United States Government Obligations........ 1,335,996,807 
Obligations of Other Federal Agencies........ 31,981,981 
State and Municipal Securities.............. 460,401,598 
MRURIOE SCCUIRIEIES oc 5 <5 css 5. exe ato wy Scorer ce tte bo ccedicts 90,321,310 
EGang- ariel POISCOUNNES. . . . 63.5 sida « seers -owteccs 2,276,555,200 
Real Estate Loans and Securities............ 368,251 
Customers’ Liability for Acceptances......... 17,270,391 
Stock in Federal Reserve Bank.............. 9,600,000 
Ownership of International Banking 
I So gE 0 bx er brea Xo aces banaue’ 7,000,000 
WSEARBLS TEE CEREI SOG 0525.08.80 bias, ania Siw Det ha ala Wie oels 31,290,191 
COTA Cre [C1 CNSR be an Se ep eRe oO opr 5,137,654 
7 10"| 6] i NEO RE ee nae ee een ees er $5,762,668,401 
LIABILITIES 
1D CTaG PLS: 7k RS Pn OME ne a iy Tear Atal oe pean $5,267,520,007 
Liability on Acceptances and Bills. .$34,579,041 
Less: Own Acceptances in Port- 
175) SRR Raed pe Mg eee 14,219,075 20,359,966 
Due to Foreign Central Banks............... 17,160,400 
(In Foreign Currencies) 
Items in Transit with Branches.............. 552,400 
Reserves for: 
Unearned Discount and Other Unearned 
L503 0) 5 ee ae ee er Cee eee eee 22,519,287 
Interest, Taxes, Other Accrued Expenses, etc. 41,333,064 
LOST CCUG | CONUS Siete tr Ae rerre errata athena ae 3,450,000 
Ceritabre 08 a te ha S rane er $150,000,000 
(7,500,000 Shares—$20 Par) 
S55) 2) CS a ee ee ae eee 170,000,000 
Undivided Profits. ..........662. 69,773,277 389,773,277 
ORNL Gp GmE te raeeh or &  r ds aT $5,762,668,401 








Figures of Overseas Branches are as of June 25. 


$394,259,691 of United States Government Obligations and $19,351,200 of 
other assets are deposited to secure $267.602,946 of Public and Trust Deposits 
and for other purposes required or permitted by law. 


(Member Federal Deposit Insurance Corporation) 





Affiliate of The National City Bank of New York for separate 
administration of trust functions 


CITY BANK FARMERS TRUST COMPANY 


Head Office: 22 William Street, New York 
Capital Funds $31,638,507 


+ 





DIRECTORS 


HOWARD C. SHEPERD 
Chairman of the Board 


JAMES S. ROCKEFELLER 
President 


STANLEY C. ALLYN 
President, The National Cash 
Register Company 


SOSTHENES BEHN 
Chairman, International 
Telephone and Telegraph 
Corporation 


CURTIS E. CALDER 
Chairman of the Executive 
Committee, Electric Bond and 
Share Company 


CLEVELAND E. DODGE 


Vice-President, Phelps Dodge 
Corporation 


RALPH GWIN FOLLIS 
Chairman of the Board, Standard 
Oil Company of California 


ROY H. GLOVER 
Vice-President and General 
Counsel, Anaconda Copper 
Mining Company 


JOSEPH P. GRACE, JR. 
President, W. R. Grace & Co. 


HARRY C. HAGERTY 
Financial Vice-President, 
Metropolitan Life Insurance 
Company 

AMORY HOUGHTON 
Chairman of the Board, 
Corning Glass Works 

NATHAN C. LENFESTEY 
Executive Vice-President 
and Cashier 

KEITH S. McHUGH 
President, New York 
Telephone Company 


ROGER MILLIKEN 
President, Deering, Milliken & 
Co. Incorporated 

RICHARD S. PERKINS 
President, City Bank Farmers 
Trust Company 

FREDERICK B. RENTSCHLER 
Chairman, United Aircraft 
Corporation 

REGINALD B. TAYLOR 
Williamsville, New York 


ROBERT WINTHROP 
Robert Winthrop & Co. 


BOYKIN C. WRIGHT 
Shearman & Sterling & Wright 
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e eliminate many rehandlings— 

@ cut production costs— 

e reduce costly accidents and 
damage losses— 

e multiply storage capacity—twice, 
even three times! 


Get all these benefits by using... 








EQUIPMENT 


Foremost Name in Materials Handling 


CLARK EQUIPMENT COMPANY 
BATTLE CREEK, MICHIGAN 


Products of CLARK EQUIPMENT 


i Transmissions @ Axles © Axle Housings © Tractor 





Units © Fork Trucks and Towing Tractors © Ross 
Carriers ¢ Powrworker Hand Trucks © Power Shovels 
Electric Steel Castings * Gears and Forgings 
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DAYSTROM| 


Incorporated: Elizabeth, N. J. 


DiyingNY WUicE 


The Directors of Daystrom, Incorporated 
on June 29, 1953, declared a regular 
quarterly dividend of 25 cents per share, 
payable August 15, 1953, to holders of 
record July 27, 1953. 


* Operating Units 
AMERICAN TYPE FOUNDERS 
DAYSTROM ELECTRIC CORP. 

DAYSTROM FURNITURE DIVISION 
DAYSTROM INST 3 
STRUMENT DIVISION ] 
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Answers to Inquiries 
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456 from $54,998,450 last year. 
Current ratio was 3.26 against 
3.22 last year. Inventories at the 
close of the year were $28,247,894 
compared with $27,504,915 last 
year. The inventories at the close 
of the year were valued at $4,566,- 
069 less than would have been paid 
had the Lifo principle not been 
used. For the fiscal year ending 
January 31, 1953 the Lifo reserve 
was reduced by $510,907. 

Total assets increased $6,418,- 
559 to $115,729,701 from $109,- 
311,142. 


As part of the company’s long 
range financial program, $5 mil- 
lion was borrowed under an exist- 
ing loan agreement with the Pru- 
dential Insurance Company of 
America. The long term debt at 
the year-end was $27,036,266 
against $23,019,335. 

At year-end the company’s two 
specialty stores, Franklin Simon 
& Co., Inc. and Oppenheim Collins 
& Co., Inc. were merged into City 
Specialty Stores, Inc. The original 
units of the merged stores con- 
tinued to operate as separate divi- 
sions under their former trade 
names. 

City Stores Company now oper- 
ates the following department 
stores: Lit Brothers, Philadel- 
phia; Lit’s 69th St., Upper Darby, 
Pa.; Swern & Company, Trenton, 
N. J.; R. H. White Corporation, 
Boston; Maison Blanche, New Or- 
leans; Maison Blanche-Carrolton, 
New Orleans; Maison Blanche- 
Gentilly, New Orleans; B. Lowen- 
stein & Bros.; Memphis, Lowen- 
stein’s Home Service, Memphis; 
Lowenstein’s ‘East’, Memphis; 
Loveman, Joseph & Loeb, Birm- 
ingham; Kaufman-Straus Com- 


Company, Louisville; Richard 
Store, Miami; Wise, Smith & 
Company, Inc., Hartford, and 


Lansburgh’s, Washington, D. C. 
City Specialty Stores, Inc. now 
operates the Oppenheim Collins 
and Franklin Simon chains. Op- 
penheim, Collins & Co. has stores 
in New York City, Brooklyn, Phil- 
adelphia and Buffalo, with branch 
stores in Garden City and Hunt- 
ington, Long Island, East Orange, 
Morristown, Hackensack, Haddon- 
field, New Jersey; Wilmington, 
Delaware and Germantown, Phil- 
adelphia. Franklin Simon & Co. 
has a store in New York with 
branch stores in Atlanta, Ga.; 


Greenwich and Westport, Conn.; 
Cleveland, Ohio; East Orange, 
N. J.; Garden City, Long Island; 
Newton, Mass.; Washington, 
D. C.; and Philadelphia, Pa. 


Parker Pen Company 


“IT have been told that Parker Pen 
Company sales declined in the past year 
and am anxious to know the reasen for 
this decline. Will you please furnish re- 
cent data on the company?” 


S. W., Appleton, Wisconsin 


Sales of the Parker Pen Com- 
pany and its Canadian subsidiary 
declined 11% in the fiscal year 
ended February 28, 1953. Scarcity 
of U.S. dollar exchange and a gen- 
eral decline in the world economy 
which affected export trade were 
reasons given for the drop. 

Earnings after taxes were 
$1,616,434 compared with $2,624,- 
512 for the previous year. Net in- 
come per share was down to $1.74 
from $2.82. 

Net income of a wholly-owned 
British subsidiary for the same 
period amounted to $708,834. This 
was not included in the report ex- 
cept for a dividend of $250,000 
paid to the parent company. 


The company reported a move 
to solidify world sales through 
additional foreign subsidiaries. 
New companies are being set up 
in India and Mexico to join those 
previously established in Canada, 
England, France, Southern Rhod- 
esia and Union of South Africa. 

Mr. Parker, just returned from 
a four and one-half month fact- 
finding business trip through the 
Far East and Middle East, said 
that the firm’s world sales con- 
tinued as the highest in the in- 
dustry. 

The company’s new $4,500,000 
Arrow Park plant has reached 
final construction stages and pre- 
parations are being made to move 
all manufacturing facilities there 
soon. The new plant will provide 
212,000 sq. ft. of floor space, 
which will permit centralization 
of scattered operations. 


The executive said that “contin- 
uous research and product devel- 
opment” have placed certain new 
products near the consumer test- 
ing stage and that by exercising 
“aggressive advertising and dis- 
tribution efforts” it was hoped to 
maintain a position of leadership 
in the industry. 

Book value per share as of Feb- 
ruary 28, 1953 was $19.19 against 
$18.65 in the year previous. Divi- 
dends at 30 cents quarterly have 
been paid this year. 
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Excess Industrial 
Capacity Now 





(Continued from page 430) 


historical standards. Since the be- 
ginning of 1953, however, they 
have risen very strikingly. On the 
other hand, the sharp advance of 
retained earnings, and a further 
rise in depreciation allowances, 
has reduced the dependence of 
corporations on outside funds. 
Moreover, despite the spectacular 
rise of corporate debt in 1951 and 
1952, the level of debt is not high 
relative to corporate assets, and 
the carrying charge on the debt 
is still historically low relative to 
earnings. 

Finally, the key role in de- 
termining the course of capital 
equipment demands may be 
played by consumers and govern- 
ment. A sudden decline in demand 
for consumers durables, for ex- 
ample, would weaken prices 
throughout the hard goods sector, 
and the impact on profits—more 
than on operating rates — would 
doubtless alter investment plans. 
A decline in defense demand, not 
offset by rising consumer demand 
stimulated by tax reductions, 
might have the same effect. 

These factors suggest a few 
tentative conclusions about cap- 
ital goods markets. Under current 
business conditions, the rate of 
capital outlays cannot be shown 
to be ominously high, measured 
against the key financial determi- 
nants of such outlays. The rate of 
expansion of industrial capacity is 
not such that it must necessarily 
fall substantially. However, a con- 
siderable further rise in borrow- 
ing costs, or a collapse of profits 
expectations, would be quickly re- 
flected in a decline in capital out- 
lays. 





1953 EDITION 
COMMODITY YEAR BOOK 


The contents of the new 1953 Com- 
modity Year Book have been changed 
to meet new conditions emerging in the 
commodity world. Like other editions 
which have preceded it, the new Year- 
book is divided into two parts: one of 
86 separate sections devoted to the basic 
raw and semi-finished commodities. The 
other contains many valuable and inter- 
asting features profusely interested by 
charts, many of them showing continu- 
ous records of prices for fifty years and 
more. As a reference work, this unique 
handbook is of the greatest value to 
students and specialists in the various 
fields covered. 


Commodity Research Bureau $10.00 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


STATEMENT OF CONDITION 


JUNE 30, 1953 


RESOURCES 


Cash and Due from Banks 

U. S. Government Obligations. 
State and Municipal Securities . 
Other Securities . . . . 
Mortgages 2. ss 6 6 6 « 
koame@. «© « + 

Accrued Interest Receivable 
Customers’ Acceptance Liability 
Banking Houses . . . 


Othe® Assets « ¢ « «© « % 


ee aa ae 

Foreign Funds Borrowed 

Reserves—Taxes and Expenses. 

Other Liabilities 

Acceptances Outstanding . . 
Bess: he Portiong . « « « « 

Capital Funds: 
Capital Stock. 
(7,400,000 Shares— 
$15 Par) 
Surplus... 
Undivided 

Profits . . . 


——eeaeecueeerrree ee _ TC lll le ee ee OS Se 
eee ee ee ee ee ee 


LIABILITIES 


- $111,000,000.00 


219,000,000.00 


50,373,402.73 


$1,422,425,616.17 
1,010,167,079.31 
295,853,970.36 
222,633,767.97 
38,997,751.84 
2,362,752,559.36 
12,814,248.04 
27,205,113.83 
31,886,351.17 
6,376,403.54 
$5,431,112,861.59 


$4,947,735,456.63 
24,503,460.00 
26,682,918.02 
24,163,423.81 
30,967,034.40 
3,312,834.00 


380,373,402.73 
$5,431,112,861.59 


United States Government and other securities carried at 
$415,708,366.00 were pledged to secure public and trust de- 


posits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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Southern California 
Edison Company 


DIVIDENDS 


COMMON DIVIDEND NO. 174 


PREFERENCE STOCK 
4.48% CONVERTIBLE SERIES 
DIVIDEND NO. 25 


PREFERENCE STOCK 
4.56% CONVERTIBLE SERIES 
DIVIDEND NO. 21 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


»* 2 * 2 *® @ e ® 2222242424777 87% 2" 


50 cents per share on the 
Common Stock; 

28 cents per share on the 
Preference Stock, 4.48% Con- 
vertible Series; 

281% cents per share on the 
Preference Stock, 4.56% Con- 
vertible Series. 

The above dividends are pay- 
able July 31, 1953, to stock- 
holders of record July 5, 1953. 
Checks will be mailed from 
the Company's office in Los 
Angeles, July 31, 1953. 


P.C. HALE, Treasurer 
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June 26, 1953 
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DECLARES 
261st DIVIDEND 













50¢ PER SHARE 


On June 25, 1953, 
dividend No. 261! of 
fifty cents (50¢) per 
share was declared 
Sa by the Board of Di- 
rectors out of past 
earnings, payable on 
Oct. |, 1953, to stock- 
holders of record at 
the close of business 
Sept. 10, 1953. 


F. DUNNING 
Executive Vice-President 
and Secretary 


THE YALE & TOWNE MFG. CO. 


Cash dividends paid in every year since 1899 











JOHN MORRELL & CO. 
DIVIDEND NO. 96 


A dividend of Twelve 
and One-Half Cents 
($0.125) per share on 
the capital stock of 
John Morrell & Co. 
will be paid July 30, 1953, to stock- 
holders of record July 10, 1953, as 
shown on the books of the Company. 


Ottumwa, lowa George A. Morrell, V.P. & Treas. 
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Outlook for 39 Leading 
Stocks 





(Continued from page 431) 


as a whole, would indicate general 
estimates of a coming decline in 
business but the modest size of 
the market declines which have 
thus far taken place indicates by 
the same token that the expected 
slump will not be deep. At any 
rate, this seems to be the story 
that the leading stocks are telling, 
with at most only a few excep- 
tions as follows. Thus in Chrysler 
and General Motors the declines 
would seem to indicate a feeling 
of slackened confidence among au- 
tomobile investors; the decline in 
Kennecott would seem to indicate 
some feeling of doubt as to future 
earnings caused by price weak- 
ness in the non-ferrous field. 


The relative stability of the 
leading stocks is also a product 
of their favored position as in- 
vestments among the great insti- 
tutional investors, such as _ in- 
vestment trusts, mutual funds, 
universities, pension funds and 
insurance companies. Hence, the 
small reaction thus far in this 
type of stock would indicate that 
the large institutional investors 
are not alarmed and are not in- 
clined to liquidate. While there 
may be shifts in individual hold- 
ings, the aggregate dollar holding 
in leading issues has not declined 
materially in the past few months. 

The situation, of course, is quite 
different among the secondary and 
marginal issues where there has 
been some extensive liquidation 
on the theory that any general de- 
cline in the economy would find 
these companies at a disadvantage 
as to costs, and that the ensuing 
contraction in the profit margin 
would ultimately impair the divi- 
dend. The leading companies are 
in a superior position in this re- 
spect as any temporary decline in 
earnings would not necessarily af- 
fect dividend payments in view of 
the normally strong financial posi- 
tion of this type of company. 

In our list of 39 leading stocks, 
which we have chosen arbitrarily 
from the more than 100 best- 
known issues on the New York 
Stock Exchange and which we 
have confined almost entirely to 
the industrials, we have indicated 
those which in our opinion have 
acted best in the market for the 
most part of the first six months, 


THE MAGAZINE OF WALL STREE! 


with especial reference, however, 
to their recent market action. W; 
have marked with “A” those with 
a favorable technical market po. 
tential, and “B” those that we 
think are acting negatively. 

In order to express our view 
even more concretely, we have 
stated our specific conclusions as 
to market outlook for these issue; 
in the “comments” attached to the 
table. These comments are colored 
by the current technical market 
action of the shares. The com. 
ments, therefore, will probably b 
found especially useful by thos 
who are interested in intermedi. 
ate market swings. For ourselve 
we prefer the strictly investment 
approach as probably being th 
more profitable in the long run, 
but in deference to the still wid 
public interest in mere immedi. 
ate market prospects, we have 
somewhat stressed the latte 
angle. 





New Important Factors in 
Corporate Liquidity 





(Continued from page 435) 


94 per cent larger than their cash 
dividends paid. 

Comparatively heavy deprecia. 
tion charges are also made by 
many railroads and public utility 
companies. We have listed five of 
the largest utility systems whose 
charges in 1952 exceeded their 
dividends paid. Also three rail: 
roads. 


Other Factors in Liquidity 


Although depreciation is an in 
teresting new factor of growin 
importance in security analysis 
its importance should not be over: 
emphasized at the expense ¢ 
other fundamental influences. At! 
tention must always be given t 
those eternal questions, mentione 
at the outset of this discussion, 0! 
business outlook, per share ear?: 
ings, dividend rate, marke’ 
values, book values, growth, ant 
so on. 

Despite the statistics cited t( 
show the formidable growth 0 
American industry since 1939, a 
measured by composite state 
ments, there is no denying thi 
fact that numerous industria 
companies today are serious! 
short of working capital and har¢: 
pressed to obtain or renew credit: 
in a tight money market. Such f: 
nancial stringency is by no meats 
limited to the small concerns: 

(Please turn to page 478) 
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Profit By Our New Recommendations When 


Highly Promising Issues Reach Bargain Prices 


We want to know, that our sub- 
sribers have continued in a secure and 
advantageous position throughout the 
adjustment in security prices which 
started with the news of armistice nego- 
tions in Korea. 


Not only were they advised specifically to 
keep an average of 57% of their funds in 
cash prior to the beginning of the decline 
...but through strategic adjustments we 
increased their cash reserves to 70%. 
This backlog has expanded in buying 


power as the marked moved downward. 


SHARE IN OUR COMING PROFITABLE 
SELECTIONS 


At individual bargain levels, we will make new recom- 
mendations including medium and low-priced stocks, 
which should be among coming market leaders... to 
round out our three diversified investment programs: 


PROGRAM ONE ... Stressing Security of Prin- 
cipal — Assured Income of 51% to 8% — 
With Appreciation. 


PROGRAM TWO...Dynamic Securities for 
Capital Building with Higher Dividend 
Potentials. 


PROGRAM THREE ...Low-Priced Stocks for 
Large Percentage Growth — Where a 
maximum number of shares may be 
purchased with limited capital. 





A FULLY ROUNDED 
INVESTMENT SERVICE 


You will find that THE FORECAST 
tells you now not only WHAT and 
WHEN to buy—and WHEN to take 
profits... but it also keeps you informed 
of what is going on in the companies 
whose share are recommended in our 
Bulletins. Each security you buy on this 
advice is continuously supervised so you 
are never left in doubt as to your position. 


You will receive our weekly bulletins keeping you a 
step ahead of the crowd in relation to the securities 
markets, the action of the various stock groups, the 
outlook for business. under new government policies 
...as well as interpretation of the Dow Theory and 


our famous Supply — Demand Barometer. 


STRENGTHEN YOUR ACCOUNT — 
BE SURE TO GET OUR NEW ADVICES 


Enroll now and buy our coming recommendations 
before they score sharp advances. 

Send a list of your present holdings, twelve at a time, 
so we can analyze them promptly for you...telling you 
what should be retained and which you should sell. 
Using the funds released through sale of weaker issues, 
plus your cash reserves — you can purchase the 
highly promising situations we have just selected .. . 
and can be ready for coming opportunities as we point 
them out to you. 

The coupon below entitles you to an added month of 


service if you ENROLL NOW. 
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FREE SERVICE TO AUGUST 11, 1953 


=e 





» Mail Coupon 


THE INVESTMENT AND BUSINESS FORECAST o 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


e e 
: Joday. I enclose [1 $60 for 6 months’ subscription: [ $100 for a year’s subscription. 
- (Service to start at once but date from August 1). 1953) 7 
e Special Offer one month from the day you receive my payment.) ry 
e SPECIAL MAIL SERVICE ON BULLETINS a 
MONTHS’ Air Mail: (1) $1.00 six months: [ $2.00 () Telegraph me collect in anticipation of 4 
e 6 SERVICE $60 one year in U. S. and Canada. important market turning points...When 
m open Delivery: 0 six months to buy and when to sell...when to ex- » 
.00 one year. pand or contract my position. 
‘ 12 MONTHS’ $100 N > 
SERVICE MIS Siac euiadige AF iaexiiig tam accsicaidasbaa uns sucewlaliusssNeneann Mls unde duducipndntiiodécdenus taevuuvakekiesomalapacassucsasaaestatdeaal dbanidaaabapess » 
e 
Complete service will start at 1 CC A ae CREE LASTED MEER: oe OPE OE AL PLP 1 a oe eee TORRE SR 8 ote aee e 
* once but date from Aug. 11, 1953. City State 
H Subscriptions to The Forecast sstoneeeneesncteeceansasnanencessoennnsenganasosnssnsenesusanananeanauanaanessssny oessee eee UNG scsssssseeeeeecegnsseetee seseeencnncencesen e 
dull bl Your subscription shall not be assigned at List up to 12 of your securities for our 
are deductible for tax purposes. anyw time without your consen:. initial analytical and advisory report. & 
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JULY 11, 1953 
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New Important Factors in 
Corporate Liquidity 





(Continued from page 476) 


many of the big ones have gotten 
themselves involved also. There 
has been such a heavy absorption 
of money in the expansion of cor- 
porate assets, which are exposed 
to the risks of loss from many 
quarters, that a substantial in- 
crease of debt also has been nec- 
essary in addition to the capital 
created through retained earn- 
ings. The result often has been a 
deterioration in the quality or 
corporate liquidity. 

Estimates will prove very use- 
ful, if they can be made, as to the 
future cash demands from vari- 
ous sources. Is the company’s 
plant expansion program now 
rounding out, or will it need to 
continue its heavy outlays of new 
capital? Is it still tying up money 
in accumulating inventory, or re- 
leasing money instead by liquida- 
tion? Will it need cash to make 
serial payments on its outstand- 
ing loans, or obtain cash instead 
by long-term financing? 

Even the depreciation item it- 








Don’t Be Confused by the 
Market's Action 


1001 CHARTS 


in the new July issue of 
GRAPHIC STOCKS 


Out in a few days 
will help guide your decisions by giving 
you a complete market history of virtually 
every stock actively traded on the New 
York Stock and American Stock Exchanges 
for about 12 years to July 1, 1953. 
Shown are: 


e Monthly Highs and Lows 

e Monthly Volume of Trading 
e Annual Earnings 

e Annual Dividends 

e Latest Capitalizations 

e Stock Splits — Mergers — etc. 


(See charts on pages 451, 452, 453, of 
this issue of the Magazine of Wali Street) 


Also—48 Group Averages on transparent 
paper, the three Dow-Jones Averages from 
1929, and a list of stocks selling at less 
than ten times earnings. 


SPECIAL OFFER 
To new subscribers only, the book 
“High Percentage Gains from 
20 Glamour Stocks Traded 
Over the Counter” 


with the July-August Edition 
both for only $10.00 


Yearly Subscription 
(6 Revised Issues, Spiral 
Re aandets sasinsiicicnconcnnitia $50.00 


F. W. STEPHENS 


15 William St., New York 5 
Tel.: HA 2-4848 
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self must be watched carefully, 


since it is subject to radical 
change on future statements. At 
the present time this charge is 
rising in the case of most com- 
panies, in accordance with the 
increase in the historical gross 
property cost on which it is based 
—whether at normal or acceler- 
ated rates. However, the charge 
might later be reduced sharply, 
either because of the termination 
of the 5-year write-off period, or 
because of a shift by the company 
from the accelerated back to a 
normal depreciation rate. 

Yet if the charge were reduced, 
it does not necessarily follow that 
less cash would become available, 
since the total of cost (including 
taxes) would be reduced and the 
book net income would thereby be 
increased. 

Depreciation, once largely ig- 
nored as a mere bookkeeping de- 
tail, truly has become one of the 
most significant items in the mod- 
ern financial] statement. 





As I See It! 





(Continued from page 425) 


seem, then, in view of its EPT 
victory that the Administration 
has a good chance of winning 
through finally on its full tax 
program. 

Even on this basis, assuming 
the final end of EPT and the cut 
of 11% in personal income taxes, 
the maximum gain to the Treas- 
ury will be about $3 billion. Since 
this is the full savings that seems 

possible, it is obvious that too 
cule a gap between income and 
outgo will still exist in the new 
fiscal year as the budgetary deficit 
for that period may approximate 
as much as $7 billion. Assuming 
the above-mentioned taxes can be 
saved, the net deficit, conse- 
quently, would amount to some $4 
billion. 

On the basis of this estimate, it 
can be seen why the President 
has found it necessary to urge 
that the bulk of taxes scheduled to 
lapse be retained at least for an- 
other year. 

That he is sticking to his guns 
is not merely a tribute to his 
leadership under most trying cir- 
cumstances, considering the re- 
bellious attitude of many influen- 
tial legislators, but also is a re- 
flection of his full appreciation of 
the critical position of this gov- 
ernment’s finances. Keenly aware 
of the implications of the situa- 


tion, he undoubtedly intends t; 
drive forward to ensure that thi 
nation has a sound dollar, » 
matter what obstacles are place; 
in his path. 

He could, of course, have playe; 
politics on this question. The nz. 
tion eventually will be thankfi 
that he took the harder course. 





The Trend of Events 





(Continued from page 424) 


in 1948, and is little more thar 
3.5 per cent now. Housing cost: 
for buyers of individual home; 
on the other hand, have been arti. 
ficially boosted by the same gov. 
ernment which keeps rents down 
Housing is given a weight of 3) 
per cent in the new index, ani 
this sector is unlikely to fall. 

The 11 per cent allotted ti 
transportation, in so far as i 
represents train, bus and subway 
fares, has much ‘overdue catchin; 
up to do. Any lowering of thi 
price of automobiles, itself ur. 
likely in the wake of the lates 
wage increase and steel price rise, 
will be offset by rate rises in th: 
transit sector. 

The same can be said of the 
17.2 per cent allotted to medical 
care, personal care, education and 
recreation, and other goods ani 
services. Wages in the servic: 
trades, and subsequent charges, 
are constantly going up, and n 
reductions in the price of tele 
vision sets or whiskey are likelj 
to offset this increase in servic: 
wages. 

With food, housing and appare 
together taking only 61.8 per cer! 
of the consumer’s dollar, accor¢: 
ing to the new index, the firs 
point—that the index has come ur: 
tied from wholesale commodit! 
prices—becomes easy to see. 

The second point—of a built-in 
bias against price reductions—i 
less obvious. The formula used it 
the index assumes that quantitie 
are “constant over time, and thé 
accuracy of the measure of cul: 
rent price change will vary with 
the degree of difference betwee! 
current spending habits and thos 
incorporated in the index weight 
ing diagram.” 

Thus the BLS’ average famil! 
of 3.3 persons ate 208 pounds 
beef and 226 pounds of pork i! 
1950, and 185 pounds of beef ani 
236 of pork in 1951. The shift 
is always to the more plentifl! 
and cheaper meat. The _ index 

(Please turn to page 480) 
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however, assumes that no shift 
occurs. 

The third point, that it was un- 
fair to shift the base of the Con- 
sumer Price Index after the older 
index was established as a wage 
criterion, is not an accusation 
against BLS. The Bureau merely 
reported what it found the con- 
sumer. spending, and certainly the 
index became a more useful tool 
for being brought closer to to- 
day’s realities. 

The failure was one of man- 
agement strategy. What union 
leaders did was to shove wage 
rates as high as they could with- 
out regard to the cost of living, 
then use the cost-of-living lever 
to turn the screw once more. 
While President Truman, in early 
1952, found it in his conscience to 
declare that steelworkers were 
behind the rise in the cost of liv- 
ing, the steelworkers’ union presi- 
dent was nearer the truth when 
he boasted a few weeks ago that 
wages were up 226 per cent and 
living costs 89 per cent from 1939. 

With the shift to the new in- 
dex, the employer has agreed not 
only to keep the employee fed, 
clothed and sheltered, but to keep 
a good tube in his television set 
and a choice bottle in his liquor 
cabinet. As the sequence of wage 
raises and price rises has shown 
only too clearly, the only way to 
do this for the well-organized 
union member is to take away 
from the living standard of the 
rest of the population—including 
the investor who is supposed to 
be management’s employer. 
Neither the injustice of the switch 
nor the effect of these excessive 
raises has been spelled out by 
management. 





By WADDILL CATCHINGS 
and CHARLES F. ROOS 


This is a timely book because, without 
a thorough understanding of the true 
nature of money and its functions, no 
American can competently appraise 
what is happening to his country during 
these days of domestic and foreign 
crises. 

This is a challenging book because, 
with ample documentation, the authors 
file serious charges against the economic 
teachings and influences that currently 
control our daily life. 

Lastly, this is a readable book, be- 
cause the authors speak in understand- 
able English. Without the confusion of 
words that plague most studies of eco- 
nomics, you will learn significant facts 
about money, men and machines. 
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Tax Shelter for the Family 


Family security and the security of 
family owned business have been vastly 
undermined by the federal tax struc- 
ture, according to a reasrch Study, 
“PAX SHELIiER FOR THE fAM- 
ILY,’ prepared by William J. Casey, 
New York lawyer, and J. th. Lasser, 
CRA and tax expert. their study has 
just been published by Business Keports, 
ine., 225 West 34th Street, .wew vork, 
N. Y. First, snowing how the tax struc- 
ture impairs ability to save for the 1u- 
ture, provide for the education of chil- 
dren, tinance retirement, carry adequate 
insurance protection, Casey and Lasser 
develop ways to reduce tne tax obstacles 
to financing family security. 

Messrs. Casey and Lasser develop 
many variations of the ways in which 
a tamily business can be organized in 
a corporation, a partnership, a limited 
partnership, a joint venture. ‘lhe many 
complicatea rules developed to restrict 
tne operation of tamily partnerships 
and the use of incorporated pocketbooks 
too trequently hit operating businesses 
lor waich they were not intended. 

The Casey-Lasser Study spelis out 
the tax and financial results of hold- 
ing family property in separate or joint 
ownership, starting new ventures with 
members of the family, various types 
of family trusts and partnership ar- 
rangements, intra-family gitts, intra- 
tamily rentals, salary and. interest 
arrangements, the assignment of income 
producing property within the family, 
and many such steps to improve the 
family financial structure. 


Business Reports, Inc. $12.50 


Two Important Guides 


The Queen Mary on her last trip 
brought the 1953 editions of two impor- 
tant Guides to-their American distrbu- 
tor, The H. W. Wilson Company, New 
York. Published in London for many 
years they have long been recognized as 
standard reference books. They are the 
Year Book and Guide to Southern Africa 
with more than 900 pages, an atlas in 
color and many charts and drawings 
($3.00 postpaid), and the Year Book 
and Guide to East Africa with more 
than 500 pages, an atlas in color, a fold- 
in map, and many charts and drawings 
($3.00 postpaid). Both Guides have 
many pages of local advertising of 
value to the traveler and the business- 
man. Between them they embrace ap- 
proximately half the area of the world’s 
second largest continent. 

Except for the territories covered, 
both Guides have much in common. 
Interesting histories of all countries 
are included, governments are de- 
scribed, as are topographical features, 
climate, and flora and fauna. Para- 
graphs, charts and statistics are de- 
voted to natural resources (including 
the fabulous gold and diamond mines), 
imports, exports, currencies, banking 
and the like. Agricultural crops and 
possibilities are included for all coun- 
tries with the statement that virtually 
everything that grows in America 
flourishes somewhere in Africa. The 
whole represents the world’s largest 
colonial area and both Guides devote 
space to the native labour situation, 
present population statistics showing 


w 


the numerical relation of whites, to 
Africans, and other nationalities in 
each separate country with details on 
administration, courts and education. 

Statistically, the Guide to Southern 
Africa includes the following countries: 
Union of South Africa, the Rhodesias, 
South West Africa, Basutoland, Bech- 
uanaland and Swaziland. The Guide to 
East Africa includes: Kenya, Uganda, 
Tanganyika, anzibar, Nyasaland, Por. 
tuguese East Africa, the Sudan, Mau- 
ritius and (in less detail) Egypt, 
critrea, Somaliland, Ethiopia, Congo, 
Madagascar and Reunion. 

Distributed by the H. W. Wilson 

Company, New York 


Always The Young Strangers 
By CARL SANDBURG 

Always the Young Strangers will be 
many things to many people. To many 
an older reader it will be a nostalgic 
reminder of his own smalltown begin- 
nings. To the young reader it will be 
a revelation of the vast changes in 
the American way of life in less than 
a lifetime. To the future historian it 
will be an invaluable picture of a scene 
that has vanished. But its greatest ap- 
peal will be as a warm, moving, hu- 
man story by a man who has earned 
the deep affection of fellow Americans. 
It is an American story, and at the 
same time a story of America. In his 
choice of title, the author reaffirms his 
faith in his country, for it is also one 
of her strengths that “always the 
young strangers” keep coming. 
Harcourt, Brace and Company 


The High and The Mighty 
By ERNEST K. GANN 

These brief paragraphs define the 
theme of the most mature and pow- 
erful novel Ernest Gann has yet writ 
ten. 

Here are twenty people, casual com- 
panions as they unwittingly approach 
the climactic moment of their lives. 
Page by page, the suspense builds to 
an almost unbearable climax. 

These twenty people are not unlike 
people you would normally meet to- 
day or tomorrow, but when you have 
finished The High and the Mighty you 
will understand them and know them 
as you have known few people in real 
life because you will have entered in- 
to their minds and hearts at a mo 
ment of desperate crisis. It’s an excit- 
ing, stimulating experience. 
William Sloane 


$5.00 


$3.50 


Ben Nicholson 

With introduction by Herbert Read 

Ben Nicholson is one of the most 
brilliant contemporary exponents of ab- 
stract art, and this book will be 0 
great interest to those who wish ti 
understand the advanced tendencies i! 
the art world of today, as well a: 
those already acquainted with the 
achievements of modern art. It includes 
an article in which the artist describes 
his aims, an introduction by the well- 
known authority on modern art, Her- 
bert Read, and a resume in French. 
Over 200 plates (forty in color). 


British Book Centre ' $12.50 
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FULL-TIME POWER STEERING 





A superior feature available only from CHRYSLER CORPORATION 


Guided by one finger on the steering wheel, a Chrysler-built car slashes through 


hub-deep ocean surf—a tough spot for any car to be in—except with full-time power steeriny. 


EXPLORING 
NEW WORLDS 
IN ENGINEERING 


When you park, or turn a corner, 
or drive through skittery sand, you 
burn up muscular energy. The re- 
sult is tension and driving fatigue. 

Now Chrysler engineers have 
taken the fatigue out of driving. 
They ve harnessed hydraulic power 
to do 80% of the steering for you! 

Steering now is absolutely effort- 
less! Your finger tip turns your car 
wheel with ease, even at a complete 
standstill. Parking is a look, a turn, 
a straightening-up, and you're in! 

What are the superior features of 
this exclusive Chrysler system? 

Chrysler's revolutionary power 
steering system reports for duty the 
moment you start your engine. And 
it stays on the job every minute your 
engine runs! It responds instantane- 
ously — unlike other devices, which 
do not go to work until the driver 
has applied four or more pounds of 
steering pressure. 

This is the only system that en- 
ables you to drive hour after hour 
without steering-wheel weariness. 
So relaxing is Chrysler's all-the-time 
steering that many doctors now are 
willing to allow persons to drive who 
before could not stand the exertion. 

Even the steering ratio has been 
greatly reduced. Other mechanisms 
require up to five rotations of the 
steering wheel to turn through a full 


Creative Engineering that brings you the good things first. A Chrysler-built De Soto cuts effortless capers in t 
sand and ocean surf of Daytona Beach, Florida. It demonstrates the handling ease and positive safety control of ful 
time power steering, another Chrysler Corporation “‘first,”” now available on Imperial, Chrysler and De Soto ca 


arc. The Chrysler system requires 
only three. This means faster, safer 
steering than you can get with any 
other available system. 

The Chrysler system also soaks 
up road shocks. Its hydraulic action 
helps hold your car serenely on 
course—even if you drive over ruts 
or suffer an unexpected blowout. 


Chrysler scientists, engineers, and 
technicians developed and_ intro- 
duced full-time power steering for 
passenger cars in 1951—again proof 
that here you get the good things 
first. This Chrysler “first” is another 


example of engineering leadership 
that continually, year after year, 
puts more value and worth into all 
Chrysler Corporation cars. 


CHRYSLER 
CORPORATION 


PLYMOUTH, DODGE, DE SOTO, 
CHRYSLER & IMPERIAL CARS 


Dodge Trucks, Chrysler Marine & 
industrial Engines, Oilite Metal Powder 
Products, Mopar Parts & Accessories, 
Airtemp Heating, Air Conditioning, 
Refrigeration, and Cycleweld 

Cement Products. : 














